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TRANSPORTATION AND HOUSING AND URBAN
DEVELOPMENT, AND RELATED AGENCIES
APPROPRIATIONS FOR FISCAL YEAR 2011

THURSDAY, MARCH 4, 2010

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:31 a.m., in room SD-124, Dirksen
Senate Office Building, Hon. Patty Murray (chairman) presiding.
Present: Senators Murray, Kohl, Specter, Bond, and Collins.

DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

STATEMENT OF HON. RAY LaHOOD, SECRETARY

ACCOMPANIED BY CHRIS BERTRAM, ASSISTANT SECRETARY FOR
BUDGET AND PROGRAMS AND CHIEF FINANCIAL OFFICER

OPENING STATEMENT OF SENATOR PATTY MURRAY

genator MURRAY. Good morning, the subcommittee will come to
order.

This morning, we’re going to be holding our first hearing on the
President’s budget request for the Department of Transportation.

I want to welcome Secretary Ray LaHood. Thank you so much
for being here today.

The transportation budget that we have before us today is impor-
tant for families, commuters, communities across the country, and
it’s about more than just dollar amounts and more than just the
sum of the programs and provisions; it really is a statement of val-
ues and a reflection of priorities. It’s an issue that touches every
American, every day. It affects the men and women who commute
to work and need safe roads or new public transportation options,
it affects the parents who strap their young kids into the back seat
of the family car and need to be confident that their government
has the resources to make sure that passenger vehicles used by
American families are safe. It affects communities around the coun-
try that are facing immense fiscal challenges and depend on Fed-
eral resources to maintain and improve their transportation infra-
structure.

The transportation budget has a real impact on real people, peo-
ple who are struggling in these tough economic times. Last year,
we passed a recovery package that is now working to create jobs
and rebuild infrastructure and lay down a strong foundation for
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long-term economic growth. It was a good start, but we cannot stop
working until our economy is steadily growing again and any
American who wants a job can find one.

That’s why we are building on the Recovery Act with new tar-
geted jobs bills to help workers get back on the job and make in-
vestments that strengthen our competitiveness in the long term, in-
cluding investments in transportation. And its why, as we examine
this budget request, we need to make sure that it builds on those
efforts and continues moving us forward, creating jobs, and invest-
ing in our communities, long term.

Today’s hearing comes shortly after the Senate passed an exten-
sion of the surface transportation programs. But, unfortunately, as
we know, this extension was not passed in time and almost 2,000
DOT employees were furloughed without pay for the first half of
this week. The gap in funding didn’t just hurt those Federal em-
ployees, it also left State governments wondering about the future
of funding that they desperately need. In my home State of Wash-
ington, a reimbursement payment of $13.5 million for federally-
sponsored projects, that was due on Tuesday, was left in limbo.

Seeing these programs shut off, even just for a short time, is es-
pecially troubling since Senator Bond and I have worked so hard
to bring stability to the highway safety and transit programs au-
thorized under SAFETEA-LU. Two years ago, we included a trans-
fer of funds to prevent the Highway Trust Fund from going bank-
rupt. Last year, we provided an additional $650 million for the
highway program, an increase of $400 million for transit, despite
the absence of a new authorization law to provide for such in-
creases.

And now, when our communities need jobs and Federal invest-
ments in infrastructure more than ever, they’re facing shutdowns
of the highway and transit programs and instability in their fund-
ing streams. The uncertainty of this brings—undermines essential
planning by our States and local jurisdictions. That’s why we need
to move quickly toward a long-term authorization of the highway,
safety, and transit programs, one that brings solvency to the High-
way Trust Fund and stability to our States and communities, and
I am committed to getting that done in the near future.

Before I get to the budget request, I want to take a few minutes
to commend Secretary LaHood and the DOT on meeting some sig-
nificant challenges this past year. Immediately after the Recovery
Act was enacted, the Department began working to distribute high-
way and transit grants to State and local governments. The law set
very aggressive deadlines for all of the programs it funded, and to
its credit, the DOT has met each one and it has worked hard to
help our State and local governments meet their deadlines, as well.
That was absolutely critical as we worked to create jobs, invest in
our infrastructure, and accelerate economic recovery. I was very
happy with the DOT’s work on two programs, in particular, the
Inner-City and High-Speed Rail Grants, and TIGER, the program
that I helped create, that supports significant projects across al-
most every mode of transportation. I fought to include those pro-
grams in the Recovery Act, because I know that getting commerce
and commuters moving is an important part of our recovery efforts.
I was proud that my home State of Washington received $590 mil-
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lion for high-speed rail upgrades along the Pacific Northwest Cas-
cades Corridor. And I recently was out in the State and visited the
North-South Freeway in Spokane, and the Mercer Street Corridor
in Seattle; both projects had been awarded TIGER grants.

The project in Spokane will create about 100 jobs, and the Se-
attle grant is the final piece required to finish a project that will
create thousands of jobs. These are projects that will help families
and small businesses in their communities, get workers back on
the job, and help lay the foundation for long-term economic growth.
And I'm sure Secretary LaHood has seen plenty of great projects
like that that are in the works, helping communities across the
country.

This subcommittee included an additional $600 million in the fis-
cal year 2010 bill to continue provided Federal resources to support
these types of regional transportation investments, and I look for-
ward to working with the Department as it moves forward in the
coming year to get to a new round of investments out of the door.

But, now, as we look toward this year’s budget, it’s clear that the
DOT is going to have to find ways to do more with less, especially
given the President’s announcement of an overall cut in non-
defense, domestic discretionary spending. But, even in this chal-
lenging environment, I'm encouraged by many of the items I do see
in the budget request. The request includes increased funding for
safety inspectors for aviation, rail, and pipelines, an investment of
$1.1 billion for NextGen efforts at the Federal Aviation Administra-
tion, another $1 billion in grants for inter-city and high-speed rail,
and continued investment infrastructure to support our airports,
roads, bridges, highways, transit systems, and Amtrak.

I still have some questions about some of the decisions reflected
in this budget request. I'm certain Senator Bond has some of his
own, as well. For example, why is it necessary to create a new
agency at the Department for awarding multimodal grants, espe-
cially when we have seen DOT agencies work together on the
TIGER grants? And why did the administration choose not to re-
quest any funding for positive train control? PTC is an important
technology for preventing rail collisions and derailments.

But, the biggest question on my mind, and on the mind of many
families I hear from, is whether the Department has been doing
enough to oversee the safety of our cars and our trucks. The Amer-
ican people deserve to have faith in the safety of the cars and
trucks they drive to work, to school, to soccer practice with their
kids every day. Questions have been raised about whether the Na-
tional Highway Traffic Safety Administration has adequate exper-
tise and resources to investigate safety defects among the 246 mil-
lion passenger vehicles—246 million passenger vehicles—in the
United States.

Given that NHTSA opened and closed four narrowly-focused in-
vestigations into sudden, unintended acceleration in Toyota vehi-
cles between 2003 and 2006 without a significant finding of a de-
fect trend, I question whether additional resources would have re-
solved consumer complaints of sudden, unintended acceleration.
NHTSA must ensure the industry is honest in disclosing defects,
and timely in alerting drivers, particularly when these defects can
result in fatal accidents. To do this, they need to be more strategic
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about their workforce and use the expertise of their employees
more effectively.

NHTSA finally does have strong leadership in place, with the re-
cent confirmation of Mr. Strickland, as well as from you, Mr. Sec-
retary. I am hopeful that you will reenergize the agency’s vehicle
safety mission to focus on enforcement and strengthen its electronic
expertise. Families across America rely on the DOT to be a leader
in improving transportation safety and to provide expertise on
what safety issues need to be addressed.

I'm also glad to see a request for additional resources to allow
the Federal Transit Administration to oversee transit safety. How-
ever, this activity is not yet authorized; and, importantly, the
FTA’s proposal to oversee transit safety came out only after severe
deficiencies were found in the safety of the Washington Metro sys-
tem, right here in our backyard.

I look forward to hearing from you, Mr. Secretary, on where the
greatest risks exist in rail transit and what steps the Department
can take to make transit safer for the millions of Americans who
rely on it for their daily commutes. Unfortunately, too much of the
Department’s work is initiated in reaction, now, to a crisis situa-
tion. We've seen this before; most recently, the Federal Aviation
Administration revisited its safety standards after the tragic crash
of the Colgan Air flight, a year ago.

The DOT is doing good work in so many areas, but we can never
ignore the core mission of this agency: to make sure the safety of
our Nation’s transportation system is there for all of our families.
Over the course of this hearing this morning, we’ll have an oppor-
tunity to discuss all of these issues in more—greater detail.

But, Mr. Secretary, thank you again for your participation today,
and I look forward to your testimony.

With that, I'd like to turn it over to my partner, Senator Bond,
ranking member, for his opening remarks, as well.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Madam Chair.

And welcome, Mr. Secretary. I'm pleased to join with the chair
and Senator Collins in welcoming you to testify on the Depart-
ment’s 2011 budget.

There are plenty of people in Washington who don’t think trans-
portation spending is glamorous. They’d rather spend money on
anything else other than roads, bridges, and infrastructure. But, in
my way of thinking, ensuring America has an updated transpor-
tation infrastructure is a key responsibility of government. And I—
it’s no secret that I am a huge proponent of spending to improve
our transportation spending and create jobs and get the infrastruc-
ture we need; but it has to be done well. It’s an economic climate
where we need to invest our scarce resources in areas, like infra-
structure, that will not only build roads and bridges, but help re-
build our economy.

But, while investing in our transportation infrastructure is crit-
ical, we can’t just wish it to be. With a $12 trillion and growing
deficit, we cannot continue to throw Federal funds at projects,
willy-nilly. We need a clear-cut, coherent, and detailed blueprint,
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detailing how taxpayer dollars will be spent to reach our transpor-
tation infrastructure goals.

Unfortunately, the administration proposal misses this mark,
once again. In fact, there is little “print” in the administration’s
supposed “transportation blueprint.” As I said earlier this year,
this budget is making me feel a lot like Bill Murray in “Ground-
hog’s Day.” Instead of a serious plan to tackle our Nation’s trans-
portation policy challenges, the administration is repeating last
year’s mistake.

We're facing the same issues, Mr. Secretary, which we faced last
year when you came before the subcommittee. I understand there
are many difficult transportation challenges facing our Nation, but
refusing to deal with them, or putting off the tough choices, is not
a responsible way to go about it.

Once again, the budget assumes an extension of SAFETEA. We,
once again, need to bail out the Highway Trust Fund with general
revenue to get us through the fiscal year, much less get us through
fiscal year 2011. And, once again, we have to bail out the mass
transit account with general funds to get us through fiscal year
2011.

There are no broad reauthorization proposals or solutions to any
of these challenges. Instead, this budget actually adds to our al-
ready daunting challenges by including various pet project initia-
tives that would wait, like everything else, for a full reauthoriza-
tion to occur.

In addition to a lack of realistic decisionmaking, this budget adds
to our challenges by failing to provide a national rail plan and a
cost-to-complete estimate of what we are trying to accomplish with
the $10.5 billion we’ve already appropriated, much less the addi-
tional billions, which I fear will be in the hundreds and hundreds
of billions of dollars, this budget requests. Where are we going to
spend all of that money? Where are we going to get all of that
money? What’s it going to do?

Finally, we have another $4 billion request for what, this year,
is called the National Infrastructure Innovation and Finance Fund.
Last year, it was called the National Infrastructure Bank. You
might have changed the name of the program, but the details re-
main the same. By that, I mean there are no details, once again,
no I?gislative language about the specifics of this $4 billion pro-
posal.

I also must point out what is a general theme of this budget: a
continuation of the American Recovery and Reinvestment Act and
its broad—and I mean very broad—grantmaking authorities and
requests. Your budget asks for Congress to write you a blank
check, to the tune of $527 million in grants, under a new Office of
Livability. Your budget also asks Congress to write you another
blank check for $53 million in greenhouse gas and energy reduction
grants. Your budget asks Congress to write you another $1 billion
check for high-speed rail. Do you really want us to give you another
bunch of pots of money from which to make earmarks, with no ac-
countability? I want to know where is Congress’ role in deciding
how these tax dollars will be spent.

As you will recall, Mr. Secretary, Congress gives the—is given,
by the Constitution, the responsibility to appropriate money. Why
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should all of the decisions about spending our scarce Federal re-
sources be made by unelected and unaccountable bureaucrats with
no involvement of the representatives of the people in Congress or
a full disclosure to them?

Equally important, where is the transparency in the process? I
thought I heard the clear, unambiguous promise that this adminis-
tration would be the most transparent ever. I've continued to ask
questions on exactly how the administration is making their ear-
mark decisions, awarding these transportation grants, what cri-
teria are being used. I continue to get no answer.

It’s critical that the process be transparent so Congress, and the
taxpayers we serve, knows how taxpayer dollars are being used.
It’s essential that we shine needed sunlight on the funding of
transportation projects to date, and it hasn’t happened.

Mr. Secretary, I believe that if this grantmaking process is con-
tinued in our bill, it needs to be done in a far more transparent
and accountable way. Grants that are applied for by communities
and States should be posted on the Internet for every taxpayer to
see and evaluate, not just delivered by a lobbyist to the Depart-
ment of Transportation, with no transparency. Cost shares, the
leveraging of funds, should be readily available on the Internet so
that we, and our constituents, have access to information about
other sources of Federal, State, or private funds that may be used
to augment these grant awards.

We have continued to demand that Congress be notified of award
decisions 3 days prior to the Department of Transportation’s an-
nouncement, with backup material and information on the method-
ology of award selections, including information on how the se-
lected projects fit into our transportation goals. We have not been
getting that, and it is very awkward to have to tell our constituents
that you didn’t even bother to tell us where the grants are going,
why they are going there, and how they were selected.

Now, it’s unclear to me the extent to which the Department is
funding projects for which there are no traditional sources of fund-
ing, as you indicated was the priority for the TIGER funds when
you testified before our subcommittee last year. Mr. Secretary, last
year when I asked you what Congress’ role in all of this, you indi-
cated that, “Congress’ role ended when the check was signed.” I
think the American taxpayer deserves more, deserves better. The
administration has pledged to provide transparency, lobbying re-
form across all programs. This commitment must extend to the bil-
lions of taxpayer dollars spent on our transportation projects.

Our transportation infrastructure, like our highways, roads, and
bridges, are the lifeblood of our economy and key to future eco-
nomic growth and economic recovery. We cannot afford to pass the
buck on difficult challenges; we cannot afford to spend billions of
dollars, with no transparency, oversight, or accountability, if we are
to create a modern transportation infrastructure, new jobs in our
community, safer travel for our families, and economic development
across the Nation.

For many of these challenges, there are no easy or popular solu-
tions, but we cannot afford to keep putting the problems down the
road, or there won’t be a road to drive on.

Mr. Secretary, obviously I look forward to your testimony.



7

Senator MURRAY. Thank you, Senator Bond.
Senator Collins, do you have an opening statement?

STATEMENT OF SENATOR SUSAN COLLINS

Senator COLLINS. Thank you, Madam Chairman.

First, let me thank you and the ranking member for your strong
leadership on this subcommittee, and your advocacy.

I do have an opening statement which I'm going to submit for the
record, but I did just want to take a moment to talk about the
TIGER grants that were authorized in the Recovery Act.

It’s my understanding that the Department of Transportation re-
ceived nearly 1,400 TIGER grant applications, totaling $56.9 bil-
lion. The Recovery Act included $1.5 billion for TIGER grants. I
think this—the figures show what an overwhelming demand there
is for infrastructure spending along the lines that both of you have
outlined.

A project submitted in the State of Maine, alone, totaled $236.2
million. Obviously, due to the high volume of applications, the vast
majority of these projects were not able to be funded. There were
two in Maine that were of particular importance. One, I'm going to
discuss when the questions come around; it has to do with more
than 200 miles of track in northern Maine that the railway in
question is seeking to abandon, which would be devastating for
northern Maine.

The second is a very innovative program that New Hampshire
and Maine have come together on, and that is to repair a major
bridge that links the two States. And that, too, is an innovative
project that I hope might be able to secure future funding.

But, again, it just is evidence of the overwhelming need for in-
vestment in infrastructure. And I look forward to working with you
and the ranking member, both of whom are such effective advo-
cates in this area, and as well as with the Secretary.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF SENATOR SUSAN COLLINS

Our Nation continues to face serious economic challenges and the transportation
sector is certainly not immune to these hardships. During consideration of the
American Recovery and Reinvestment Act, I advocated for a strong investment in
transportation funding. Unfortunately, our investment came up short. While we se-
cured over $48 billion for all modes of transportation, this funding represented less
than 7 percent of Recovery Act spending. I find that troubling as investments in
transportation infrastructure are strongly needed in all States and a sure way to
create good-paying jobs.

Maine was the first State in the Nation to obligate 100 percent of its Recovery
Act highway funds. I applaud the quick action of my State to get Recovery Act funds
out the door and create much needed jobs. I often hear from my constituents in the
construction industry that the investments we made in transportation funding
saved the industry from a dismal year and significant lay-offs.

As many of the Recovery Act funds are now spent, the transportation industry
faces difficult times ahead if we do not act to make the necessary investments in
our transportation infrastructure.

I am particularly pleased that the administration has taken steps to invest in
projects of regional and national significance through the creation of a National In-
frastructure Innovation and Finance Fund. The high number of applicants for the
Transportation Investment Generating Economic Recovery (TIGER) Grant program
funded by the Recovery Act shows the need for continued investments in this area.
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The Department of Transportation received 1,381 TIGER grant applications total-
ing $56.9 billion. The Recovery Act included $1.5 billion for TIGER grants. The need
for funding is great. Projects submitted in Maine alone totaled $236.2 million. Due
to the high volume of requests, most of these projects were funded.

One project in particular that did not receive a TIGER grant is the Montreal,
Maine and Atlantic (MMA) Railway in northern Maine. Because of the economic
downturn, it is not financially viable for MMA to operate its full 745 miles of rail
line, and the company, therefore, has filed to abandon 233 miles in Aroostook Coun-
ty. This will be devastating for Maine’s economy. Once a rail line is abandoned, it
is almost impossible to bring that line back into service. I look forward to working
with the subcommittee and the Secretary to ensure that Maine has the resources
we need to maintain our transportation infrastructure.

Senator MURRAY. Thank you very much, Senator Collins.
Mr. Secretary, again, welcome to this morning’s hearing, and I
will turn it over to you for your opening statement.

STATEMENT OF HON. RAY LAHOOD

Secretary LAHOOD. Thank you very much, Madam Chair, Rank-
ing Member Bond, Senator Collins, for the opportunity to discuss
the administration’s fiscal year 2011 budget request for the U.S.
Department of Transportation.

I've traveled to more than 32 States and 72 cities in the last
year, and I've seen firsthand how much our citizens depend on a
safe, modern, and reliable transportation system to access jobs,
healthcare, and other essential services.

The President’s request for next year totals $79 billion, a $2 bil-
lion increase over fiscal year 2010 levels. These resources will sup-
port the President’s and DOT’s top transportation priorities for
safety on the roads, in the air, and also making communities liv-
able and sustainable, and modernizing our infrastructure.

Safety is our highest priority at DOT. Our leadership campaign
against the perils of distracted driving, which kills thousands of
Americans every year, has been very effective. It’s critical we con-
tinue to lead the charge on this; that’s why we’re seeking $50 mil-
lion for the National Highway Traffic Safety Administration to de-
velop an incentive-based grant program encouraging more States to
pass laws prohibiting the unsafe use of cell phones and texting
while driving. The President is also asking for 66 additional per-
sonnel assigned to highway and vehicle safety at NHTSA.

Turning to aviation, the President’s plan includes $1 billion for
next-generation technology, the program to modernize our air traf-
fic control system. That’s a $270 million, or 32-percent increase,
over fiscal 2010 levels. These funds are essential for transitioning
from a ground-based radar surveillance system to a more accurate
satellite-based one. This system is already in use in the Gulf of
Mexico, and we look forward to working on building on our success.

Our groundbreaking investments in high-speed passenger rail
service, which have generated tremendous excitement around the
country, will go a long way to enhance livability in many commu-
nities. Our budget seeks $1 billion to continue the 5-year, $5 billion
pledge made in this year’s budget. I want to thank Congress for its
commitment and leadership on high-speed rail; the $2.5 billion pro-
vided to the Department for high-speed rail grants last year, com-
bined with $8 billion we announced recently, brings us closer to
ushering in a new era for passenger rail service in this country.
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In the area of transit safety, we’re seeking $30 million to estab-
lish a new rail transit safety oversight program within the Federal
Transit Administration. This program will carry out a comprehen-
sive safety oversight strategy by establishing common safety stand-
ards nationwide, as envisioned in the administration’s transit safe-
ty bill. This is an important step forward for the rail transit indus-
try, which has suffered recent accidents in Washington, DC, Bos-
ton, and San Francisco. This is unacceptable, and we must put
strong remedies in place as soon as possible. I urge Congress to
pass this legislation this year.

Going forward, we must find new ways to finance infrastructure.
We're requesting $4 billion to establish a new Infrastructure Inno-
vation and Finance Fund. These first-year funds would be used to
invest in multimodal transportation projects of regional and na-
tional significance. Our crosscutting, outcomes-based approach to
funding will enable us to move away from the silo mentality that
has long hindered our ability to respond to local and regional
needs.

On authorization, the President proposes to continue spending
levels with $42.1 billion for highway and bridges, and $10.8 billion
for transit. This request includes $150 million to enable the Wash-
ington Metropolitan Area Transit Authority to address much-need-
ed safety-related infrastructure improvements. Transportation
must not only be safe, but also contribute to livable, sustainable
neighborhoods. The President’s plan provides record-level invest-
ments to make our communities more livable.

Specifically, we're seeking $527 million for Livable Communities,
which will help us build on the tremendous successes we have
achieved through our sustainable partnership with HUD and the
EPA. Together, we're helping State and local governments make
smarter investments in their transportation, energy, and housing
infrastructure, with better outcomes for our citizens.

Finally, we’re seeking $30 million to make long-overdue infra-
structure improvements at the Merchant Marine Academy, which
our Nation depends on to educate and train a new generation of
military and civilian maritime leaders. I've been to Kings Point a
number of times, and I know these investments will have a lasting,
positive effect on this institution.

I look forward to your questions.

[The statement follows:]

PREPARED STATEMENT OF HON. RAYy LAHOOD
INTRODUCTION

Chairman Murray, Ranking Member Bond and members of the subcommittee,
thank you for the opportunity to appear before you today to discuss the administra-
tion’s fiscal year 2011 budget request for the U.S. Department of Transportation.

The administration’s fiscal year 2011 budget request for the U.S. Department of
Transportation reflects the importance of strengthening our Nation’s transportation
system. In my first year as Transportation Secretary, I have travelled throughout
the country and I know first-hand how important a safe and reliable transportation
system is to all Americans. The President’s request totals $79 billion, a nearly $2
billion increase over fiscal year 2010 levels. These resources will support the Presi-
dent’s top transportation priorities: improving transportation safety, investing for
the future, and promoting livable communities.
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HIGHWAY SAFETY

Safety is and will continue to be our top priority, and reducing highway fatalities
is one of the Department’s High Priority Performance Goals. The budget contains
a number of new initiatives to increase road, transit, and aviation safety. One of
the most serious issues facing drivers today is distracted driving. We must end the
dangerous practice of unsafe cell phone use or texting while driving. Too many lives
have been lost already due to distracted driving. Working together, I believe that
we can stop this dangerous practice—and save lives. The President’s budget re-
quests $50 million for the National Highway Traffic Safety Administration’s
(NHTSA) for a new incentive grant program to promote State laws to curtail unsafe
cell phone use and eliminate texting while driving. Today, our children don’t think
twice when they “buckle up”—and our goal is that tomorrow, our future generations
won’t think twice about putting down their cell phone so that they can drive safely.
This new program will work alongside NHTSA’s other highway safety programs in
making our highways safer for everyone. The President is also asking for funds to
support 66 additional personnel for NHTSA to be assigned to highway and vehicle
safety issues, and $7 million for the Federal Motor Carrier Safety Administration
for 118 new truck safety personnel.

NEXTGEN

The future of aviation is in our hands. The President’s fiscal year 2011 plan in-
cludes over $1 billion—an increase of $275 million over the fiscal year 2010 levels—
for “NextGen”—the program to modernize the air traffic control system. Currently,
the Federal Aviation Administration is undertaking a long-term effort to improve
the efficiency, safety, and capacity of the aviation system. But while we are talking
about the future of aviation, I'm pleased to report that it’s happening now. The
funds requested under the fiscal year 2011 budget request will support the trans-
formation from a national ground-based radar surveillance system to a more accu-
rate, satellite-based surveillance system. This system is already being used in the
Gulf of Mexico, which is improving the safety and accuracy of air traffic services
in the gulf. We will be building on the successes of our research and development,
to improve capacity to the flying public. We will be developing more efficient routes
through the airspaces, and improving aviation weather information. As always, as
we launch these critical new applications, we will continue to keep our strong focus
on safety. Under my budget request, our vision of a modernized air traffic control
system is becoming a reality.

HIGH SPEED RAIL

The budget also continues President Obama’s vision to better connect commu-
nities with a new, high-speed rail network. The budget includes an additional $1
billion for High Speed Rail. This request builds on the historic $8 billion down pay-
ment provided through the Recovery Act, and continues the 5 year, $5 billion pledge
made in the fiscal year 2010 budget. The $2.5 billion provided to the Department
for high speed rail grants last year along with our recent announcements of the first
awards of the High Speed Rail Program will put us one step closer to making High
Speed Rail a reality.

This is an exciting time for the Nation. Looking ahead, high-speed rail will one
day provide the traveling public with a practical alternative to flying or driving, par-
ticularly in highly congested areas. With trains efficiently connecting city and busi-
ness centers, travelers will enjoy a new level of convenience not available in many
parts of the country today.

RAIL TRANSIT SAFETY

The President’s request also includes resources to address rail transit safety.
While rail transit is safe, we must take substantive steps now to make it even safer
for the future. We are all well aware that rail transit has the potential for cata-
strophic accidents resulting in multiple injuries, considerable property damage, and
heightened public concern. Following the recent tragic accidents in Washington, DC,
Boston, and San Francisco, it is clear that we need to strengthen the safety over-
sight of transit rail operations. Our budget requests $30 million to establish a new
transit safety oversight program within the Federal Transit Administration, which
has never before been granted safety oversight authority. This program will imple-
ment a comprehensive safety oversight strategy, as proposed in the administration’s
transit safety bill, to establish common safety standards nationwide and to ensure
the safety of our Nation’s transit riders.
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INVESTING IN TRANSPORTATION INFRASTRUCTURE

As we continue to focus on improving transportation safety, we must also rethink
the way we invest in our future transportation infrastructure. That is why the
President’s plan includes $4 billion to establish the new National Infrastructure In-
novation and Finance Fund (Infrastructure Fund). This is the first year of a 5-year
plan to capitalize the fund with $25 billion. This fund will invest in projects of re-
gional or national significance, and marks an important departure from the Federal
Government’s traditional way of spending on infrastructure through mode-specific
grants.

Instead, the Infrastructure Fund will directly provide resources for projects
through grants or loans, or a blend of both, enabling us to effectively leverage non-
Federal resources, including private capital. The projects funded under the Infra-
structure Fund will be based on demonstrable merit and analytical measures of per-
formance. Only the most worthwhile projects from around the Nation will be se-
lected. Projects eligible for funding from the Infrastructure Fund consist of multi-
modal projects that include highway, transit, rail, aviation, ports and maritime com-
ponents. This marks a bold new way of thinking about investments in our transpor-
tation infrastructure and will become a key component of the administration’s fu-
ture surface transportation proposal.

The reauthorization of the Nation’s surface transportation programs is complex
and has critical long-range implications for the future. While the President and the
Congress continue to work on a long-term strategy for surface transportation, the
President’s plan continues the current levels of spending: $42.1 billion is proposed
for highways and bridges and $10.8 billion for transit. Within this funding, $1.8 bil-
lion is included for “New Starts” and “Small Starts”, and $150 million to enable the
Washington Metropolitan Area Transit Authority to focus on badly needed safety-
related infrastructure improvements. Reauthorization is a challenging issue facing
our Nation and I look forward to working with the Congress to design a new Fed-
eral surface transportation program that leads to higher performing investments,
increases transportation options, and promotes a sustainable environment.

LIVABILITY

The President’s plan also provides a record investment to make our communities
more livable. Our budget request allocates over $500 million toward investments
that support the President’s multi-agency Partnership for Sustainable Communities.
We have joined with the Department of Housing and Urban Development and the
Environmental Protection Agency to stimulate comprehensive regional and commu-
nity planning efforts that integrate transportation, housing, energy and other crit-
ical investments. Together, we will help State and local governments make smarter
investments in their transportation infrastructure, to better leverage that invest-
ment and advance sustainable development.

RECOVERY ACT

February 17 marked the 1-year anniversary of the Recovery Act and I am pleased
to report that much has been accomplished to improve transportation infrastructure
throughout the Nation. Overall, the Recovery Act provided $48.1 billion for trans-
portation programs to be used for improvements to our Nation’s highways and
bridges, transit systems, airports, railways, and shipyards. To date we have obli-
gated $36 billion on more than 13,700 projects nationwide.

In addition, section 1512 of the legislation calls upon Recovery Act fund recipients
to report on the number of jobs created on individual projects. We have now com-
pleted two rounds of recipient jobs reporting. Based on the recent October—Decem-
ber 2009 reporting period, we have created about 41,000 direct full time equivalent
jobs for transportation programs nationwide. I want to emphasize that the jobs esti-
mates included in this report are only those directly associated with the individual
transportation projects and do not include the many other jobs created due to in-
creased demand on supply chains and other supporting services. When these indi-
rect jobs are also taken into account, it is clear that the Recovery Act resources have
made a significant impact on jobs and we expect these numbers to hold steady as
some of the larger transportation projects continue to come on-line.

CONCLUSION

Finally, I am proud of the proposed investments the President’s budget makes in
the U.S. Merchant Marine Academy—one of our Nation’s five service academies. I
have visited the young men and women at Kings Point, and I'm greatly concerned
about the conditions of their facilities. They are old and badly in need of basic re-
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pair. The President’s plan includes $26 million to make long overdue capital im-
provements that will help ensure midshipmen have a positive learning environment.

Thank you for the opportunity to appear before you to present the President’s fis-
cal year 2011 budget proposal for the Department of Transportation and discuss
some of the successes of the Recovery Act. This plan supports our Nation’s key
transportation priorities, and makes investments that will benefit all for years to
come. I look forward to working with the Congress to ensure the success of our new-
est initiatives.

I will be happy to respond to your questions.

TOYOTA RECALLS

Senator MURRAY. Secretary, thank you very much.

Let me begin with the safety aspect that I talked about in my
opening remarks, which is what Americans really count on to know
what is happening. And I'm concerned that, despite the recall of 6
million vehicles here in the United States and 8% million now
worldwide, it’s likely that engineers have not yet discovered the
problem with the sudden, unintended acceleration in Toyotas.
There is speculation that another problem may be in Toyota’s elec-
tronics or software that manage the throttle operations. And I real-
ize that Toyota and NHTSA are now investigating those possible
causes, but I'm concerned because today I'm seeing another news
articles that some Toyota owners say they’re still having trouble
with dunintended acceleration after their recalled cars were re-
paired.

Now, I know this isn’t an easy issue, but I want to be sure that
we understand how you are making the American people aware of
what the problems are, and which problems the recalls can actually
resolve, and what issues still need to be resolved. And I wanted to
ask you this morning, what advice do you have today for con-
sumers?

Secretary LAHooD. Well, first of all, they should look at our Web
site, DOT.gov. We list all of the cars that have been recalled by
Toyota, and every other manufacturer; and if their car is on that
list, they should return it to the dealer and have the car repaired.

I don’t think we would have had the kind of testimony before the
Senate or the House if it hadn’t been for our people holding Toy-
ota’s feet to the fire. I personally requested Mr. Toyoda come to
America, talk to Members of Congress, talk to its customers. I had
a personal meeting with him.

We have held Toyota’s feet to the fire on these safety issues, and
we will continue to do that. We’re not going to rest until every Toy-
ota is safe to drive. That’s our pledge, because safety is our No. 1
priority.

Senator MURRAY. Well, if the new stories are accurate and the
reports are accurate, that the fix is not working, Americans who
went online, saw that their car was supposed to go back in, took
it back in, and theyre still out there driving it, and that didn’t
work. What are we doing now to fix the problem?

Secretary LAHOOD. We're suggesting to people, if your car is not
fv_vorking properly, take it to the dealer and have them address or
ix

Senator MURRAY. But, that’s what they did. They took it in and
had it fixed——

Secretary LAHOOD. They need to take it back. They need to take
the car back if it’s not running properly.
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And on the electronics issue, Madam Chair, I want you to know
that, we did look into that, and we’ve listened to Members of Con-
gress and from testimony that was given, both in the House and
Senate. We are doing a complete review, looking at every aspect of
the electronics in Toyota.

Senator MURRAY. How long will that take?

Secretary LAHOOD. It'll take some time, because we want to look
at some studies that were previously done. We want to get the best
experts we can; we want to get the best electrical engineers. I don’t
want to put a time on it, because we want to do it right, we want
to do it thoroughly, and we want to make sure that, when we
produce answers, it’s done with the best possible research and
background and review that we can do.

Senator MURRAY. Well, I know it’s not an easy problem, but it
is very challenging to somebody who owns a car, did the right
thing, took it in for a recall, and now they’re hearing that perhaps
that fix didn’t work for them, and now they’re sitting there with
a car in a driveway and kids waiting to take to school. I mean,
they're

Secretary LAHOOD. Yes.

Senator MURRAY [continuing]. Concerned about it.

Secretary LAHooD. Well, I want you to know that we’re not sit-
ting around on our hands; we're addressing this. There was a
woman that testified, at a House hearing, about a Toyota that she
owned. We have purchased that vehicle, because she believed the
electronics were what caused her to accelerate to a very high speed.
We have purchased that vehicle, and we’re going to do everything
we can to investigate, look into, and check out the electronics on
that car.

NATIONAL HIGHWAY TRAFFIC SAFETY ADMINISTRATION BUDGET
REQUEST

Senator MURRAY. Okay. Well, the President’s budget requested
46 positions for vehicle safety. How many of those positions will be
used to hire software engineers?

Secretary LAHooD. Well, the President is requesting 66 new po-
sitions, which will all come to NHTSA. I'll get back to you, for the
record.

If the Congress passes our budget, we're going to see where these
experts are needed. We know they are needed in our opportunity
to really look at cars and complaints and really make sure we have
the right staff and also the right professionals to handle the kind
of complaints that we're receiving from people.

[The information follows:]

Of the 66 additional personnel requested in the President’s fiscal year 2011 budg-
et, 46 positions (46 full time positions-FTPs; 23 full time equivalents-FTEs) would
support electrical vehicle safety, light vehicle and heavy duty truck fuel economy
and labeling standards, and import surveillance of automotive equipment coming
into the United States from foreign countries. NHTSA retains outside experts in
electronics and other fields as necessary to supplement its permanent Federal work-
force. NHTSA is still assessing the agency’s needs to determine what additional

staff with expertise in electronics, computer science, or other areas of specialization
are needed.
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Senator MURRAY. Okay. Also, are you going to be expanding your
staff with expertise in electrical and computer engineering for both
vehicle safety investigations and regulations?

Secretary LAHOOD. Yes.

Senator MURRAY. You are. Okay.

Secretary LAHOOD. Yes. We do have some electrical engineers on
staff, but we feel, now that this issue of the electronics has been
raised, more resources are needed. While you all are working on
our budget, we may look for some outside help on this, for some
electrical engineers who can really help us with this.

Senator MURRAY. Okay. The issue of sudden and unintentional
acceleration in Toyotas has focused attention on the actions of Toy-
ota and NHTSA officials, and the relationship between the two en-
tities. Safety advocates have been complaining that NHTSA offi-
cials failed to push Toyota to find the root cause of this problem,
and worked with vehicle manufacturers to inappropriately limit in-
vestigation. Now that you have new leadership at NHTSA, which
I'm pleased to see, what actions are being taken now to ensure that
thel(rie‘z?’s a strong enforcement where culture exists and is encour-
aged?

Secretary LAHOOD. There are laws on the books that prohibit
former employees of NHTSA working on matters where they were
intimately involved at NHTSA. We've checked out the two individ-
uals, and we’ve determined that they did not come back to us and
were involved on issues that they worked on in the Department.

But, I've said at other hearings, Madam Chair, I think this law
needs to be tightened up. I think the appearance of it causes great
concern for people, and I'm willing to work with Congress to tight-
en that kind of exiting of employees. I'm willing to work on tight-
ening that up.

But, I will tell you this, it was our people who went to Japan and
met with Toyota, because we thought they were a little safety deaf
in Japan. We knew their people here in North America were mak-
ing recommendations, but apparently they weren’t hearing it in
Japan. That’s the reason I got on the phone with Mr. Toyoda and
talked to him. I met with him when he came here. I think they get
it now, I think they understand they have serious issues.

The perception is that many of their cars, particularly the ones
that are listed on the recall list are not safe. There’ve been some
improvements in communication, thanks to the diligent effort of
our people at NHTSA, to hold their feet to the fire.

Senator MURRAY. Yes. And, I do understand that NHTSA has
widened its investigation and requested documents about how and
when Toyota learned of the defects. When do you expect NHTSA
to complete that inquiry?

Secretary LAHOOD. It’ll be several months. I mean, we've asked
for a voluminous amount of material to make sure that what they
told us in 2004, 2005, 2006, and even prior to that, was everything
they should have told us. The only way we can do that is to look
at documents that they have. It’s going to take us a while to pore
through these documents.

Senator MURRAY. Do you think the Department’s authority to
level civil enforcement penalties is sufficient?

Secretary LAHooD. I do.
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CHILDREN IN AIR TRAFFIC CONTROL TOWER

Senator MURRAY. All right. Well, we'll be following that very
closely. But, before my times up, I wanted to ask you another ques-
tion on safety. And I, for one, was very disturbed about the report
yesterday about a young child who was allowed to direct traffic at
the Air Traffic Control Center at New York’s Kennedy Airport, ap-
parently speaking with pilots and clearing flights for takeoff. This
subcommittee spent a lot of time talking with DOT, and you, and
the Federal Aviation Administration about the FAA’s culture of
sagety. How does this incident reflect on the FAA’s culture of safe-
ty?

Secretary LAHOOD. Well, this is a stunning example of a lack of
professionalism, not following the rules, not using common sense.
The air traffic controller and his supervisor are on administrative
leave, and we are doing a thorough and complete investigation. The
idea that a young child would be directing planes in and out of an
airport is totally unacceptable. It’s an abuse of all of the rules
that

Senator MURRAY. Are there rules in place that children cannot
be allowed in control towers?

Secretary LAHOOD. There are, today.

Senator MURRAY. Were there, yesterday? Just out of curiosity.

Secretary LAHOOD. Yes, but they weren’t followed.

Senator MURRAY. Yes. Well, I think this is extremely dis-
concerting. I know during the Nisqually earthquake in Seattle,
when air traffic controllers immediately had an emergency where
they had to land every single airplane; after 9/11, when we had a
serious——

Secretary LAHOOD. Right.

Senator MURRAY [continuing]. Emergency; or a plane goes
down—I think every one of the flying public, and all of the public,
wants to know that those air traffic controllers’ minds are on their
jobs. This is extremely demanding, challenging, important safety
aspect of our FAA, and I'm hopeful that this will be followed up.

Secretary LAHOOD. Yes. I, too, want to congratulate NATCA. The
head of NATCA, which is the union that represents air traffic con-
trollers, spoke out very strongly on this being a violation of every
rule and regulation that any controller has been taught.

Senator MURRAY. Okay. Thank you very much, Mr. Secretary.

NATIONAL INFRASTRUCTURE INNOVATION AND FINANCE FUND

Senator Bond.

Senator BOND. Mr. Secretary, I have a lot of questions about de-
tails, as I indicated. And let’s start with the National Infrastruc-
ture Innovation Finance Fund Policy Board. Who’s going to be ap-
pointed? What’s the process? Who will be the selections? Will they
come before the Senate for confirmation?

Secretary LAHOOD. You know what, Senator Bond? I don’t know
all the answers to that. I know that the idea of an infrastructure
bank, as it was commonly referred to earlier on, has been kicked
around Congress for a long time. The Department of Transpor-
tation is trying to find ways to do all the things that we all want
to do.
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Senator BOND. Right.

Secretary LAHOOD. And without raising the gasoline tax. We feel
that the Infrastructure Fund is a way to do that. Specifically, I'll
get back to you.

But, if this is enacted into law, and if this comes about, we will
work with, obviously, members of this subcommittee and Congress
on the way forward for the implementation of it.

[The information follows:]

The details of the National Infrastructure Innovation and Finance Fund’s (I-Fund)
policy and investment council are still being finalized. The Department will soon

issue proposed statutory language for the I-Fund that will include details on the
composition of this council.

Senator BoND. Well, I appreciate that, Mr. Secretary, but let me
just say, I'm from the “Show Me” State. And before I can support
this, I want to know: Who’s going to be on it? Who's going to ap-
point them? What the criteria will be for selecting them? Will Con-
gress have a role? Will they be available for comment on—the peo-
ple on the board? What are the criteria on which these grants are
going to be made?

And just to make it simple, so we don’t get any confusion, I am
not going to vote for it until I have that path laid out, because if
we’re going to try to fund that board with $4 billion, I think that—
we have had real problems knowing how money is going out the
door, and I am not excited about sending any money—more money
out the door unless I know, in advance, how it’s going to go.

I don’t disagree with you. We need funding—infrastructure,
bonding issues—there are a lot of—private-sector cooperation—
there are a lot of good ideas, and we will work with you on those
ideas. And we have seen where there are a lot of ways—toll roads
are very controversial, but a lot of places are getting—they’re get-
ting badly needed highways built by toll roads. We want to see
those ideas, and work with you on those. But, for my part, no blank
checks until we see what you’re going to do. And we’ll be happy to
work with you

Secretary LAHooD. Thank you.

Senator BOND [continuing]. But we need to know in advance.

And as I said—I’ve mentioned earlier—I think, when the admin-
istration prepares to make these grants, it would be appropriate for
the administration to follow the same policy that Congress makes
when we select some things. Posting—for example, posting all of
the applications on the Internet, along with the cost shares, funds
leveraged. What are the metrics and evaluation criteria on how the
projects will be selected?

Congress has, rightly, reformed our earmarking process, and
we've tried to make it as transparent as possible. Do you agree it’s
time for the administration to have the same kind of transparency?

Secretary LAHoOOD. Well, Senator, I would say this. I've been
around 30 years—I served in Congress for 14, and I was a staffer
for 17; I served on the Transportation and Infrastructure Com-
mittee. I don’t know of a more transparent administration than
this one. If there’s information you want, Senator, we’ll be helpful
in getting it to you.
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HIGH SPEED RAIL

I will tell you this, Senator, when it comes to the “Show Me”
State, high-speed rail did very well; TIGER grants did very well.
I was in a room with over 200 people, in Kansas City, announcing
a TIGER grant; I heard not one word of complaint about the 40—
or about the $50 million that went to Kansas City for a project that
everybody in that room, in that region of your State, was very
much for. I heard no complaining about the high-speed rail money
that’s going to connect Chicago to St. Louis to Kansas City. High-
speed rail is coming to Missouri, thanks to the Economic Recovery
Plan, and thanks to, I think, a lot of good staffwork with people
in Missouri who want this. I think we’ve been very transparent
about this.

Senator BOND. Mr. Secretary, I've never had a problem being
well received when I brought money. Only thing better is if you're
bringing a free lunch and some beer. And they’ll not object to you
coming in when you bring the money. But, what I'm saying is that
all of us need to know—and as far as I can tell, there’s been—there
has been an almost complete absence of transparency—how you're
selecting them, where are you going? All right, great, it comes
down like a gift from Santa Claus. And, sure, my State got some,
every State gets some, but we have a right, these days, to know:
What were the criteria? What were the applications? Whose were
the ones who were disappointed? Who did not get it? How were
they selected?

I mean, no question, when you throw money into infrastructure
projects—everybody likes money in infrastructure projects. But, we
need to see how the process works. And I'll be damned if I can fig-
ure out how that process worked. That’s what I'm just saying. You
know, we work very hard to find out what the priorities are, and
when we come before our colleagues in Congress to present them,
we lay out the—who has applied, we go on the floor and debate
them. And I've had a lot of debates on why these are good
projects—before they ever get the money. But, you know, you come
in and—well, I'll get around to high-speed rail a little bit later on.
But, before we put money into these things, we’d like to know that
there is going to be advance information; there’s going to be disclo-
sure of—I mean, you don’t let lobbyists in, but obviously they pre-
pare the information, and they bring applications to you. When
those applications come in, maybe there are some applications—if
you’re going to be making the earmarks, maybe we would like to
comment, say, “Here, you’ve got 12 applications from my State, or
250 applications from our intelligence and investigation. Here are
several that really meet the needs, and we can tell you why.”
We

Secretary LAHooOD. Well—

Senator BOND [continuing]. We didn’t know where they were
going.

Secretary LAHOOD. Okay. Well, let me respond to some of this.
Because——

Senator BOND. Sure.

Secretary LAHOOD. The truth is we put guidance up for the $1.5
billion, look on our Web site. It’s up there now. We have another
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$600 million that you all provided to us, thankfully, in our budget.
We'’re going to put guidance up.

So, the guidance is up there. Everybody knows what the criteria
are and then people begin to submit applications. I don’t know of
one lobbyist that darkened our door with an application. I don’t
know of one lobbyist that came to our office with the idea that they
were going to have some kind of an edge because they're a lobbyist.

Okay. So, we put the guidance up, and then we took time to re-
view them all. I'll be honest with you, Senator, we heard from a
lot of Senators and Members of the House, who called me and said,
“How many applications from my State? What are they?” and we
heard from Governors, too. So, the idea that nobody weighed in on
this from Capitol Hill is not accurate. I got phone calls every day
from House Members, from Senators, from Governors, saying: How
many applications did you receive from my State? What are they?
How much are they for? What are they going to do?” We shared
all that information.

Senator BOND. Well, it would be very easy, if you’d just put it
on the Web site, save you all those calls.

Secretary LAHoOOD. Well, I would have been happy to take a call
from you, Senator, about anything in Missouri. And on the

Senator BoND. Well, I

Secretary LAHOOD [continuing]. High-speed rail—let me tell you
about the high-speed rail. There is a rail plan. We put a rail plan
together before we decided to go out and figure out what we were
going to do with our $8 billion. We funded 13 regions in the coun-
try. Missouri did very well, by the way, because you're going to be
connected with some other States. Then we received these applica-
tions, we evaluated them, we met with the people, and we awarded
$8 billion. Thanks to all of you, we have an additional $2.5 billion
this year. If anybody in Missouri had questions about high-speed
rail, we sat down with them, we answered them. I talked to your
Governor on several occasions about high-speed rail. So, the idea
that people don’t have access to information is absolutely not accu-
rate. It’s not. I'll give you a list of my phone log and show you how
many Members of Congress have called me, and how many Gov-
ernors.

Senator BOND. Well, I remember talking to you back in June. I
said, “How are you going to spend the money that you got in the
ARRA?” If I remember correctly, you said, “You gave us some
money, and we'll spend it.” That’s what

Secretary LAHooD. Well——

Senator BOND [continuing]. We heard.

Secretary LAHOOD [continuing]. You know what, Senator, I'll
look back on the record

Senator BoND. Well——

Secretary LAHOOD [continuing]. But, I doubt if I put it that way.

Senator BoND. Well—

Secretary LAHoOD. We'll get a copy of the record and see.

Senator BOND. Well, this——

Secretary LAHOOD. You know

Senator BOND [continuing]. This is

Secretary LAHOOD [continuing]. Look it

Senator BOND [continuing]. This is
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Secretary LAHOOD [continuing]. I have——
Senator BOND [continuing]. This is the
Secretary LAHOOD [continuing]. Very——

Senator BOND [continuing]. Question we had——

Secretary LAHOOD [continuing]. High regard——

Senator BOND [continuing]. In the S. 128.

Secretary LAHoOD. Okay. Well, look I have a very high regard
for Members of Congress, having been one, and I

Senator BOND. I—and I

Secretary LAHOOD [continuing]. I don’t think——

Senator BOND [continuing]. Have a high regard for you, sir.

Secretary LAHOOD [continuing]. And I

Senator BOND. But

Secretary LAHOOD [continuing]. Don’t take

Senator BOND [continuing]. I'm just saying

Secretary LAHOOD [continuing]. Lightly questions

Senator BOND. Yes.

Secretary LAHOOD [continuing]. From Members

Senator BOND. There’s no information

Secretary LAHOOD [continuing]. Of Congress.

Senator BOND [continuing]. On the waiting. You’ve got some big,
broad—I'm going to ask you how you define livability and all those
things. I mean, wow. You know, it’s like saying we’re going to op-
pose pornography. What are you going to oppose? How are you
going to support livability? We’ll get into that in the next round.

I have a great personal admiration for you; we've been good
friends for a long time.

Secretary LAHOOD. Yes, sir.

Senator BOND. I'm just saying, the system is not working, and
I need to know, before we put more money in. And more questions
to follow.

Thank you.

Senator MURRAY. Do you need some more coffee, Senator?

Senator BoND. No.

Senator COLLINS. I—we could offer to get you some.

Senator BOND. Thank you, it’s working.

Senator MURRAY. Senator Collins.

FREIGHT RAIL

Senator COLLINS. Thank you Madam Chairman.

Mr. Secretary, I want to take advantage of this opportunity to
bring to your attention, and the attention of my colleagues, a very
serious problem that we'’re facing in northern Maine. And the best
way for me to do this is to refer to a map that we’re providing to
each of the members and to you. Thank you, I'm glad that you have
it.

First, let me tell you a little bit about the geography. The area
in question in Maine includes the largest county east of the Mis-
sissippi in our country. And it is facing the imminent loss of vir-
tually all the freight rail service for this area. The Montreal,
Maine, and Atlantic Railway has filed with the Surface Transpor-
tation Board to abandon 233 miles of rail. It’s signified on the map
by the red line. And, as you can see, it’s an enormous area. In fact,
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the only freight rail that would remain is a little strip at the very
northern border between Madawaska and Van Buren.

This area of our State has an unemployment rate that is almost
10 percent. It’s higher than the national average, and it’s higher
than Maine’s overall rate of 8.3 percent. If this rail line is aban-
doned, it will be devastating to the economy of northern Maine.
There are about 20 major shippers that rely on this line. That in-
cludes a major paper mill that is in Madawaska; it includes a po-
tato processing plant; and there are a variety of smaller shippers
that also rely on the line.

I want to read to you a quotation from the Maine transportation
commissioner, because it sums up well just how important this is.
“The Maine Department of Transportation feels very strongly that
we cannot allow this line to be abandoned. It is inconceivable that
the largest county east of the Mississippi”—this is Aroostook Coun-
ty, it’s my home county in Maine—“a county whose economy is pri-
marily manufacturing and agrarian-based, would be completely cut
off from rail service. That would truly be unprecedented. The out-
right abandonment of freight rail service would have an immediate
and direct negative economic effect on the companies”—and I
would add, all the employees—“that are located in this county.”

Everyone, Mr. Secretary, is trying to work together—the State,
the shippers, the local officials, county officials, State officials—but,
it’s obviously going to take an investment of capital to save this
service. I am so committed to saving freight rail service for north-
ern Maine. As you can see, it’s an enormous area of our State. And
I want the chairman of this subcommittee, and the ranking mem-
ber, to understand that a contribution of Federal funding is going
to be essential in saving this line. It’s going to be one of my top
priorities for the bill that we worked so hard on.

Mr. Secretary, I know that the decision on whether or not to
allow abandonment does not fall to you, it falls to the Surface
Transportation Board. However, the Department does have funding
options. And today I'm asking you to work with me, to work with
this subcommittee, to work with the State of Maine to come up
with a solution. We simply cannot allow 233 miles of line to be
abandoned, when there’s no other freight service for this large area
of Maine. It would have a devastating impact on the economy, an
economy that is already very fragile.

So, today I'm asking you to work with me to try to identify solu-
tions where the Federal Government can be a partner in trying to
save this necessary freight service.

Secretary LAHoOD. Well, Senator, thank you for your leadership
on this. Freight rail is very, very important. It’s a big, big compo-
nent of our transportation system around America, and I know it
is for Maine. You'll have my full commitment. What I'd like to offer
up is for our rail administrator to go to Maine, as quickly as pos-
sible, to meet with all of the stakeholders and all of the people that
are involved, and we’ll figure out some kind of a funding oppor-
tunity to make sure that this line is not closed down, because, it’s
like an interstate system. You can’t close down a part of the inter-
state that connects so many other parts of the State.
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We get it. 'm committed to helping you. I'll have our rail admin-
istrator in Maine, whenever we can get all the stakeholders to-
gether, and we will work with you on a plan to get this funded.

SAFETEA—-LU

Senator COLLINS. Thank you so much. It’s so important, and I
very much appreciate your commitment.

I want, next, to discuss an issue that my colleagues have talked
about, and that is the expiration of the 2005 highway reauthoriza-
tion law. I’'m very proud of the fact that Maine was the first State
in the Nation to obligate all of the funding provided by the Recov-
ery Act. That is a credit to Governor Baldacci, to State officials, but
it also shows you what an overwhelming need that there is for
funding for infrastructure in my State.

And it was brought home recently when a construction company
executive came to meet with me. He talked about the fact that he
had hired 150 workers as a result of the funding from the stimulus
bill, but he’s very concerned that there’s no long-term highway
funding plan on the horizon.

Given the unfortunate reality that it looks unlikely that Con-
gress will pass a highway reauthorization bill this year, what ac-
tions are the administration taking to ensure that the Highway
Trust Fund has adequate funding?

Secretary LAHooD. Well, actually, the bill that you all passed—
that’s pending in the House today, and I think there’ll be a vote
on it—which extends our program through the end of the year, is
an enormous help to the States. These 30-day extensions do them
no good. As a matter of fact, States begin to lose money, and it’s
impossible to hire contractors. I mean, we like the bill that you all
passed, and we’re encouraging the House to pass it today, because
it takes us right up to the end of the calendar year. It gives us time
to work with all of you on another authorization bill, to find the
money to do all the things we want to do. That bill, alone, is an
enormous lift for all of these States.

Senator COLLINS. I couldn’t agree with you more that it’s a real
problem that we’re passing just these short-term extensions. I sup-
ported and helped advance the bill

Secretary LAHooD. Thank you.

Senator COLLINS [continuing]. In question, because—the contrac-
tors simply can’t plan. And the State does not dare enter into con-
tracts if it’s not assured that funding is going to be forthcoming.

And finally, Mr. Secretary, I do want to mention the TIGER
grant applications. The demand was enormous for that funding, as
you know even better than I—nearly 1,400 applications were sub-
mitted, including several from Maine. We're grateful for the port
funding that we received. But, there are other projects that are so
important—the rail project that I just mentioned—but also what I
believe is an innovative project that Maine and New Hampshire
brought forth, to rebuild the bridge from Kittery, Maine, to Ports-
mouth, New Hampshire. The two States collaborated on a TIGER
grant application. It has unanimous support from both the Maine
and New Hampshire delegations, both of our Governors. And I
hope, as you do the second round of TIGER grant applications—I
believe it’s $600 million——
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Secretary LAHOOD. Yes.

Senator COLLINS [continuing]. More that you have available this
year

Secretary LAHOOD. Yes.

Senator COLLINS [continuing]. That you’ll take a hard look at
that application. This is a major thoroughfare connecting our two
States. It’s important for commerce, for tourism, for day-to-day
travel by residents. And I urge you to take a close look. It’s un-
usual for two States to collaborate together in filing an application,
but that’s what we’ve done.

Secretary LAHOOD. Yes. Senator, let me just suggest that maybe
we could work with your staff and get the stakeholders from both
of the States together. We could review their application, in antici-
pation of us posting up our guidance for the next round, and that
may be helpful to them. If we could work with your staff to get a
few of those people gathered together, we can talk about the pre-
vious application and the way forward.

Senator COLLINS. Thank you very much, Mr. Secretary.

Thank you, Madam Chairman.

Senator MURRAY. Thank you, Senator Collins.

PENNSYLVANIA EXPRESSWAY

Senator Specter.

Senator SPECTER. Thank you, Madam Chair, and good morning,
Mr. Secretary.

Secretary LAHOOD. Good morning.

Senator SPECTER. Thank you for accepting the position in the ad-
ministration to provide a breath of bipartisanship. We can use it
around here. And thank you for being so accessible and the many
trips you have made to Pennsylvania to take a look at our needs
that come within the purview or your Department.

As T have mentioned to you in our private conversations, I think
that Pennsylvania ought to be getting more on the next round of
disbursements. I understand the problems you’ve had, but the frac-
tion allocated to my State has been relatively small.

Picking up on some of the specifics, a very important project in
Pennsylvania is the Mon Valley Expressway, and it connects
Uniontown, in Fayette County, to the city of Pittsburgh, and is in-
dispensable for economic growth in that area, an area which has
been really hard hit with steel and coal, et cetera.

PENNDOT requested some $401 million from the stimulus high-
speed, but no funding was awarded. And we’re searching for the
concerns which the U.S. Department of Transportation has. And
this is a matter which has to be worked out at the staff level, but
I want to make the request, to you, to use the power of the—your
office to see if we can’t move that along so that we’re in a position
to answer whatever questions there are. That—the Mon Valley Ex-
pressway is really of critical importance to southwestern Pennsyl-
vania.

Turning now to the so-called Lackawanna Cutoff between Scran-
ton and Hoboken, New Jersey, to establish a line which would set
the stage for a Wall Street West, which would be very important
for Wall Street and very developmental for New Jersey and also for
northeastern Pennsylvania, the request was made for $401 million
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from Stimulus High-Speed. And, here again, we do not know what
the problems were, and I’d like to get that worked out, at the staff
level, so we can figure out to——

Secretary LAHOOD. Yes, sir.

Senator SPECTER [continuing]. Correct whatever problems you
see.

The Schuylkill Valley Metro is a project you know, because you
came to Norristown and graciously participated in a meeting out
there. We have received substantial funding over the years, but it
hasn’t gone forward. But, there is a fund of $24 million which has
not been obligated. And I wrote you, back on December 23, asking
you not to reprogram the money, and I'd appreciate your taking a
look at that and honoring our request, because that really is vital
to take pressure off the Schuylkill Expressway. And one day we're
going to get it worked out with existing sector rail lines called R6
and other lines which can be used to work all the way up to Read-
ing.
The Maglev issue has been on the table for a long time, and
there have been plans to allocate $90 million—half in the west and
half in the east. And finally, yesterday—and I thank you—there
was a release of the $950,000 which you and I talked about a long
time ago. It was reduced to $889,200, but thank you for liberating
it.

Secretary LAHoOD. Thank you for jogging my memory on it.

Senator SPECTER. Well, I'm glad you have a memory, once
jogged, and even gladder, if there is such a word, that we got some
of that money.

Mr. Secretary, without carrying on a monologue, where do you
see Maglev heading, what kind of a timeframe do you see for a de-
cision to make an allocation of the $45 million to Pennsylvania?

Secretary LAHOOD. Maglev is very expensive, Senator, and we
really need to sit down with the stakeholders and look at their
plans and determine what kind of commitment there will be from
others. To be honest with you, it is a very expensive project, and
we just need to make sure we know where all the money is going
to be coming from, and that the plans are in place so that if some-
body makes a decision to go ahead with this, that the commitments
will be there, not only from us, but from those that want to imple-
ment this program.

Senator SPECTER. Mr. Secretary, whom are you looking toward to
be at the table? Because I'd like to move ahead, and I would cer-
tainly take the lead in organizing the meeting. Who——

Secretary LAHoOOD. Well, I think we need to get people in the
State that are interested in this program, and members of your del-
egation who have expressed an interest, together and have a meet-
ing. We’d be happy to help you organize that—or if you want to
take the lead. I think we should do that.

Senator SPECTER. Well, I'd be glad to take the lead, and I will
follow up with you on that. Maglev is present in other countries.
I've rode on a pilot project in Hamburg; it must have been a decade
ago. The train is designed to run close to 300 miles an hour. You
go from Philadelphia to Pittsburgh in 2 hours and 7 minutes, with
intermediate stops in Lancaster, Harrisburg, Altoona, Johnstown,
and Greensburg. And you wouldn’t have to take your shoes off to
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get on the train. It would cut down on a lot of vehicular traffic and
have all the ingredients we talked about on high-speed rail—high-
speed travel. And I think it is a technology which is expensive, but
I think it would be worth it. But, let’s pursue the——

Secretary LAHOOD. Yes, sir.

INFRASTRUCTURE FUND

Senator SPECTER [continuing]. The dialogue we’ve had.

We’re working, on the Environment and Public Works Com-
mittee, on the highway bill—highway and transit—and we'’re talk-
ing about a figure of $600 billion. Is that realistic, from the point
of view of the administration? I hope so.

Secretary LAHOOD. Well, if you look at the bill that’s been put
together in the House, it’s about a $450 to $500 billion bill. Every-
where I've gone, I've said the President wants a robust, comprehen-
sive transportation program. We need to find the money to do it.
One of the ways that the President suggested, in the budget that
you're all considering, is an infrastructure fund. Some people like
it and some people don’t, but it would be a fund that would allow
for significant outstanding projects around the country.

We need to think outside of the box. The President is not for
raising the gasoline tax when unemployment, nationally, is just
below 10 percent. So, the Highway Trust Fund is not sufficient to
do all the things we all want to do, and we need to think about
an infrastructure fund, we need to think about tolling, we need to
think about alternatives that help us do the things that we all
want to do.

Senator SPECTER. Mr. Secretary, what would the source of the
revenue be for the so-called infrastructure fund? Would there be
bonds? How would we——

Secretary LAHoOD. That is correct.

Senator SPECTER. How would you—put a little flesh on the
bones. How would you proceed on it?

Secretary LAHOOD. There are big, significant projects around the
country that people don’t have the money for, whether it’s a bridge
between two States, an interchange, or an extension of an inter-
state system to connect one State to another. The way I envision
it, if Congress allowed this kind of a fund, to receive proposals for
significant projects and then work with the States on the cost. The
bfqnds would allow the money, then, to begin to flow, over a period
of time.

Senator SPECTER. Well, it certainly would be a

Secretary LAHOOD. I can tell you this, Senator. The Buy America
Bond Program is wildly popular, oversubscribed. This is not exactly
the same thing, but I'm just saying alternative funding is what we
really need to think about, because there’s just not enough money
in the Highway Trust Fund.

Senator SPECTER. Well, I've given you some homework, and
you've given me some homework. And I'll proceed to look at that.
It’s the kind of legislation that I would favor and would be inclined
to introduce, and we’ll proceed.

Well, my red light just went on.

Thank you very much for your——

Secretary LAHooOD. Thank you, sir.
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Senator SPECTER [continuing]. Service, Mr. Secretary.
Thank you, Madam Chair.
Senator MURRAY. Thank you, Senator Specter.

HIGH SPEED RAIL

Senator Kohl.

Senator KOHL. Thank you very much, Senator Murray.

Secretary LaHood.

Secretary LAHOOD. Yes, sir.

Senator KOHL. On January 28, the White House announced the
recipients of $8 billion in high-speed rail grants, including two
projects, as you know, in Wisconsin.

Secretary LAHOOD. Yes.

Senator KOHL. Connecting Wisconsin’s major metropolitan areas
through high-speed rail will yield both immediate and long-term
benefits. Ultimately, this link will help develop both Madison and
Milwaukee’s economies, creating long-term growth for each city, as
well as the cities in between.

In the short-term, the projects will create thousands of jobs, and
Wisconsin is anxious to get started, as I'm sure you can well under-
stand. My understanding, Mr. Secretary, is that the Wisconsin De-
partment of Transportation is ready to assign contracts next
month, and could begin construction this coming fall. If our goal is
quickly creating jobs, then getting money out the door seems to be
the most important and the most effective thing that we can do.

I'd like to ask you what the Federal Railroad Administration’s
timeline is for getting this funding to the States. Will the FRA be
able to get the funds to Wisconsin in time for our fall construction
season?

I want to be clear, Mr. Secretary, this is about jobs—we all un-
derstand that—now and in the future. And I'd like to hope that you
will do everything you can to make sure that this process is well
expedited and that transportation departments are able to put peo-
ple to work quickly. Do you have some sense or knowledge about
how the FRA might be able to act quickly on the Wisconsin

Secretary LAHOOD. We want to enter into agreements with these
regions, of which, obviously, Wisconsin is ready to go, as quickly as
we can so that people can begin working on high-speed rail and
Americans can begin to see the results of this economic recovery.
Our plan is to do that very quickly, sign these agreements with the
States, and begin as soon as the States are ready to go. Our people
are, right now, putting together documents and will meet with the
stakeholders, like the State of Wisconsin, very, very soon, like with-
in the next 10 days or 2 weeks, to begin to say, “Here are the docu-
]I;lents, here’s what we think needs to be signed so that you can

egin.”

Senator, let me just say something that I talked to you about pri-
vately. I want to compliment your Governor. I think the reason
that Wisconsin is in the high-speed rail business is because Gov-
ernor Doyle stepped up, a year ago. He came to see me and said,
“How do we get into the high-speed rail business? This is some-
thing we’ve been planning.” Thanks to the leadership of your dele-
gation and your Governor, you all are going to be at the forefront
of the Midwest Region by connecting your State with other States
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that are in that region. I want to compliment, not only you and
Senator Feingold but also Governor Doyle, because he was early at
the starting gate on this. We want to make it happen quickly, be-
cause we know there’ll be thousands of jobs provided when they
start building the train sets and the infrastructure and all the
things that will be needed.

Senator KOHL. Well, that is really encouraging to hear. And, of
course, you are right about Governor Doyle. He has been out front
and has exhibited the foresight to see this coming down the road
and seeing that Wisconsin was there in time, fully planned and or-
ganized to take advantage. It’s nice for me to know that you are
fully aware of it and that you want to expedite——

Secretary LAHOOD. Yes, sir.

Senator KOHL [continuing]. You know this particular project just
as quickly as you can. I know he’ll be happy to hear it. I think peo-
ple all over our State will be happy to hear it, and I express my
appreciation to you.

Secretary LAHooD. Thank you.

Senator KoHL. Thank you.

TIGER PROGRAM

Senator MURRAY. Thank you very much, Senator Kohl.

Mr. Secretary, DOT has, as you know, recently awarded grants
under the TIGER program that we funded under the Recovery Act.
And, under that, it was necessary to give priority to projects that
could be completed over the next few years. However, the funding
that we provided for fiscal year 2010 has a new set of require-
ments, and it can be used for longer-term projects. I know there
are a lot of projects across the country that need this funding. I've
talked to you about one in Washington State, the Columbia River
Crossing Project that’s so important for mobility for cars and trucks
and transit and bicycles and pedestrians; it’s one of the worst bot-
tlenecks we have on the I-5 corridor.

I wanted to ask you, this morning, how will the different require-
ments for the 2010 funding affect the kinds of projects that you'll
be able to fund under the TIGER program?

Secretary LAHooOD. Right now, Madam Chair, we’re probably
looking at the same guidance that we provided for the other TIGER
grants. And, frankly, we’d like to try and get some of this money
out the door this year, so we can continue the progress that we've
made with our economic recovery. We know that the $600 million
will provide jobs. That’s our goal. That’s the reason you put this
money in the bill, so people could go to work.

I don’t think the guidance will be that much different. We also
will probably look at some applications that were very close in the
first competition. The projects that if we’d had more than $1.5 bil-
lion, they would have gotten funded. We're advising——

Senator MURRAY. You don’t expect to see new requirements, even
though we have said this funding can be for longer-term projects.

Secretary LAHOOD. I want to try and get the money out the door
as quickly as possible so we can provide jobs.
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RAIL TRANSIT SAFETY

Senator MURRAY. Okay. The budget that you submitted includes
$24 million and 100 positions to establish a new Rail Transit Safe-
ty Oversight Program. That proposal, obviously, follows on the heel
of rail transit accidents in Boston and San Francisco and, trag-
ically, here in Washington, DC, and supports the legislation the ad-
ministration transmitted to Congress in December. I know you're
hopeful that Congress will approve that legislation this year. In the
meantime, I wanted to ask you what you’ve been able to do, within
your current authority that you have, to make sure transit systems
are safe without that legislation.

Secretary LAHOOD. We're prohibited by law from doing that, Sen-
ator. That’s the reason we proposed to all of you a bill. Because the
law says we can’t do it. For some strange reason—I guess it was
because, years ago, people thought since we were divvying up the
money, we shouldn’t have the responsibility for the safety aspect of
it.

Senator MURRAY. Can you provide training or technical assist-
ance?

Secretary LAHOOD. Peter Rogoff, our transit administrator, is
looking at best practices from around the country, and then trying
to make sure that transit systems know what that is. But——

Senator MURRAY. So you really need that legislation.

Secretary LAHOOD. We do, absolutely. We need the legal author-
ity that only a law can give us, to really get into this up to our
eyeballs, and really do a good job in making sure that these transit
systems are safe.

POSITIVE TRAIN CONTROL

Senator MURRAY. Okay. Positive train control is an important
new technology that will help, we believe, and prevent some of
these train-to-train collisions and derailments. Recognizing the
safety benefits of this technology, the NTSB included positive train
control on its most-wanted list for 18 years, and they took it off the
list only after Congress mandated its use. For fiscal year 2010, this
subcommittee provided $50 million for a new program that would
support the development of positive train control, but you've re-
quested no funding for the program this year. Can you explain to
the?subcommittee why the budget request doesn’t include any fund-
ing?

Secretary LAHOOD. Well, we have a rule pending. We believe
positive train control is something that is absolutely critical to safe-
ty. I'm going to ask Chris—you all know Chris Bertram, go ahead.

Mr. BERTRAM. Yes. We did not include any funding for that.
There is, as the Secretary mentioned, a rule pending at OMB that
would mandate positive train control.

Senator MURRAY. But, you've requested no funding.

Mr. BERTRAM. Correct.

Senator MURRAY. And you don’t believe it needs any funding?

Mr. BERTRAM. I think the FRA will take a look at the money that
Congress provided, and evaluate the effectiveness of that.

Senator MURRAY. From last year.

Mr. BERTRAM. From last year, yes.
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Senator MURRAY. Okay. Well, I may submit another question on
the record on that.

FERRY FUNDING

I wanted to ask you about ferry systems. As you know, ferries
are, just, a critical part of transportation systems in my home
State, connecting communities between Puget Sound and across
the Columbia River system. In fact, the ferry system in my home
State is the largest ferry system in the United States, with over 40
percent of U.S. ferry passengers, and about three-fourths of the ve-
hicles, carried nationwide. Last year, I introduced legislation to re-
authorize the Federal Ferryboat Discretionary Program and expand
the Federal investment in our Nation’s ferry system, and that leg-
islation built directly on what we did in SAFETEA-LU to give pri-
ority to ferry systems that carry the most passengers and most ve-
hicles and have access to critical areas. I wanted to ask you, Mr.
Secretary, this morning, if I have your commitment to work closely
with us, following that directive in SAFETEA-LU, to allocate ferry
funding in 2010.

Secretary LAHOOD. Absolutely. I had the privilege, when I was
in Seattle, to use the ferry system. I know how important it is as
a part of the overall comprehensive transportation system in the
Northwest, and you have my commitment.

Senator MURRAY. To work on the criteria.

Secretary LAHOOD. Absolutely.

MEXICAN TRUCKS

Senator MURRAY. Great, one last question for you. I wanted to
ask you a question on a topic that we talked about at this hearing
last year: cross-border trucking with Mexico. Last year, you talked
about the work you were doing with the various departments to
craft a plan to resume cross-border trucking with Mexico in a way
that would address the safety concerns raised during the pilot and
in the tariffs that have now been imposed by the Mexican Govern-
ment. Those tariffs were imposed on over 90 U.S. products and
they undermine the competitiveness of many agricultural products
in my home State of Washington. If we’re not able to find a path
forward with Mexico on this issue, these tariffs are going to send
American jobs north to Canada as our growers and our processors
and our packers are being forced to relocate, and it is threatening
the livelihood of many communities in my State.

Now, I appreciate there’s a lot of concern about implementing
this cross-border trucking, but we’ve got to work with Mexicans to
address this impasse and move forward. I met with Ambassador
Kirk a few weeks ago. I wanted to ask you, this morning, to give
us an update on your discussions with the administration and with
Mexico, to give us a sense of when we will see the plan from the
administration.

Secretary LAHOOD. We are finalizing a plan. The reason it’s
taken so long is because there’s a lot of different moving parts, in-
cluding about five different Cabinet officials. Every time we make
a tweak or a change, everybody has to sign off on it. But, we're
very near a proposal that we think will meet all of the safety con-
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cerns that I heard when I talked to 25 Members of Congress. We're
close to talking to all of you about what we think are

Senator MURRAY. Okay, well, we're——

Secretary LAHOOD [continuing]. Our way of addressing the safety
concerns that Congress brought to us.

Senator MURRAY. Okay, Mr. Secretary, I appreciate that. And
you and I have had this discussion; I know you’re working on it.
This is critical to a number of our agricultural industry now in my
State. Would you please tell the folks you’re talking to in the White
House, and others, that we need to get this done?

Secretary LAHooOD. I will.

Senator MURRAY. Thank you, Mr. Secretary.

Secretary LAHooD. Thank you.

Senator MURRAY. I'm going to turn this over to my ranking mem-
ber, Senator Bond. I have to get to another hearing. He has kindly
agreed to be very nice to you. No.

Secretary LAHOOD. Thank you, Madam Chair, for all of your
leadership on transportation. We really appreciate your forward-
looking on transportation issues, and it’s a joy to work with you
and your staff on these things that we all really want to get done.
So, thank you for your leadership.

Senator MURRAY. Thank you, Mr. Secretary.

I will turn this over to Senator Bond. He is going to ask his ques-
tions and recess the meeting for me. And I really appreciate your
doing that.

Thank you.

LIVABILITY

Senator BOND [presiding]. Thank you, Madam Chair. If you will
continue to keep the E&W meeting going, I will look forward—I'd
have some friendly questions to ask Secretary Chu.

But, Mr. Secretary, let’s go back to a couple of the questions we
were talking about, about the standards. The TIGER grants, you
said, the strategic plan is for safety, economic competitiveness,
state of good repair, and livability. What’s livability?

Secretary LAHOOD. Communities where people have access to
many different forms of transportation and affordable housing and
the ability to really have access to all of the things that are impor-
tant to them, whether it’s a grocery store, a drug store—access. It’s
not dissimilar to the neighborhood, for example, that the Depart-
ment of Transportation is located in. After the ballpark went there,
there was a Metro stop, there were new bus stops, there are new
condominiums, there’s access to affordable housing. What it is, Sen-
ator, it’s an opportunity for people who want to live in neighbor-
hoods—maybe they don’t want a car—so they can walk to work,
they can take mass-transit to work, they can take a bus to work,
they can go to a grocery store. These are communities and neigh-
borhoods where people want to live, where they have access to all
the things that they want.

Senator BOND. Well, I mean, how do you measure that? I mean,
the—I don’t think the Department of Transportation is in the busi-
ness of determining the state of the communities. We do—we try
to help build community plans that are locally based community
plans, that come to the request from HUD for neighborhood sta-
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bilization, economic development; and the plans must come from
the localities. And I've supported access—transportation access—
the BRT program in Kansas City—bus rapid transit—it’s been very
important. But, that supplements a local plan, where transpor-
tation is just one part of it, where there is a much broader plan
for the housing, the facilities, and what the State is doing. And liv-
ability, to me—you know, I've got a lot of constituents for whom
livability means having a decent highway. They've got to drive on
the highway because they live in a rural area and they've got to
drive from one town to another town or maybe from one town to
a city. And we are killing those people on the roads. We have—we
lose three people a day on highways, in Missouri, and at least one-
third of those deaths are due to poor highway conditions. This is
not a question of convenience; this is a question of staying alive.

So, livability, in some areas, has a different meaning. And I just
question—if we’re building—if we’re looking at all these dollars to
go in and build urban livability sections, I think there needs to be
broader criteria, as well. That’s why I'm questioning

Secretary LAHoOD. Well, Senator, let me just give you an exam-
ple in your home State. The $50 million that we gave to Kansas
City is for some of the simplest things that you and I take for
granted. In this neighborhood—it’s a 150-block neighborhood, in
your colleague Congressman Cleaver’s district. That money is going
to be used to do simple things, like make sure people have a side-
walk to walk on, and to make sure that there are curbs. Now, that
may sound silly to you——

Senator BOND. No, it’s not—it’'s——

Secretary LAHOOD [continuing]. But when I went there for the
announcement, I took a tour with Mr. Cleaver, and what we found
was an abandoned neighborhood, because there are no sidewalks,
there are lousy streets, and people can’t even drive down the
streets. So, what Congressman Cleaver and a whole group of com-
munity people did is put together a plan—$50 million of our money
and some HUD money—to build affordable housing so that people
that want to stay in this neighborhood can stay in the neighbor-
hood. That’s what Livable Communities is all about.

Senator BOND. Mr. Secretary, I have the highest respect for Con-
gressman Cleaver. A former mayor I've worked very closely with.
I don’t know what’s going on in Kansas City. But, when did it be-
come the responsibility of the Federal Department of Transpor-
tation to build sidewalks?

Secretary LAHOOD. When you all put it in the——

Senator BOND. I think that——

Secretary LAHOOD. No. When you all put it in the transportation
bill for the amenities for neighborhoods, whether——

Senator BOND. This is

Secretary LAHOOD [continuing]. Its streetscape or medians, or
whatever it is, you all did it. I was a part of it. I was a Member
of Congress that did it, too.

Senator BOND. To go in and be building sidewalks, when there
is a—there are such transportation needs. You—I know that heel-
and-toe is transportation, but what I'm saying is, there are other
priorities that I think come ahead of that. And I just question how
much money is going to be spent on sidewalks, when we need high-
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ways and we need bridges. That’s where—and I—any—this is
a_

Secretary LAHOOD. Senator, if you look at

Senator BOND. It’s a question of priorities.

Secretary LAHOOD. If you look at our portion of the economic re-
covery—you all provided $48 billion—the lion’s share of it went to
highways—$28 billion; $8 billion for transit, $8 billion for high-
speed rail, $1.5 billion for so-called TIGER grants, $28 billion for
highways. That’s

Senator BOND. That is

Secretary LAHoOOD. That’s your priority.

Senator BOND. Well, unfortunately——

Secretary LAHOOD. That’s where the lion’s share of the money
went.

Senator BOND [continuing]. It was a drop in the bucket—out of
$787 billion—

Secretary LAHOOD. I'm talking about——

Senator BOND [continuing]. That was far too little—no, but I'm—
I think we might be on the same side, on that one. I think it was
far too little, because we could have used a whole lot more for high-
ways and bridges.

But, my problem is that every dollar we’re spending in that stim-
ulus bill, and a lot of other things we’re doing, is going on the def-
icit. We are borrowing from our children and our grandchildren.
And I am kind of embarrassed to tell my son and—if he and his
wife have children, tell my grandchildren—“Oh. I'm sorry. We've
been spending—we spent your—we spent on your credit card.” And
I think there is a growing realization that we need to get these
deficits under control, and spend only on things that we can justify
to our children and grandchildren. That’s the problem.

And high-speed rail, again—I don’t know if you saw it, but the
Wall Street Journal had a—had an article by Wendell Cox, on Jan-
uary 31 called the “Runaway Subsidy Train.” Did you see that?

HIGH SPEED RAIL

Secretary LAHoOD. No, sir.

Senator BOND. I'll give you a copy of it.

Secretary LAHooD. Okay.

Senator BOND. It’s very critical, and I think raises questions that
need to be answered. It says, “Proponents claim that high-speed
rail is profitable, but this is off the mark. Internationally, only two
segments have ever broken even—Tokyo to Osaka and Paris to
Lyon.” And they did that because they had $4 gasoline—equivalent
of $4 gasoline and highway tolls of $40 to $100, respectively. If
that—if you want to make it profitable, you have to have those
kinds of tolls.

It—the question that I have, generally, about high-speed rail is
what’s going to be the total cost? I know that—let’s see, I guess the
estimate in California is that—let’s see—California high-speed rail,
Los Angeles to San Francisco, $40 billion to $60 billion. Totally tax-
payer subsidized taxpayer money. Same time, we’ve got airlines fly-
ing there that are not flying on the—they’re not being subsidized
by the taxpayer dollar. The people who drive on the roads are pay-
ing taxes that not only pay for roads, but also help subsidize high-
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speed transportation. I want to know what the total cost of all
these wonderful high-speed rail plans are and what is the justifica-
tion. How is it going to be—how are we going to know that these
are valuable? There seems to be—there are many, many questions
about why—whether some of these routes are going to be much
faster than when the trains were, back in the 1930s and 1940s. 1
know we got $34 million in Missouri. That’s nice. That will prob-
ably provide some amenities, like extra sidings for trains to—
freight trains, or even passenger trains, if needed, to pull off so
they can get passed. But, what are the projections for ridership be-
tween St. Louis and Kansas City? How many billions of dollars is
it going to cost to build a high-speed rail through there? Can we
justify that to the taxpayers—not just to Missouri, but to the Na-
tion—for what we’d have to spend? These are questions I think we
have a responsibility to ask when we are working in a deficit situa-
tion.

And even if—you know, always glad to see money in Missouri.
But, before we continue to spend that money, I want to make sure
we're spending it properly. That’s the big concern I have. Are we
spending it properly?

I'll give you that and—we had another couple of Wall Street
Journal editorials that I think——

Secretary LAHOOD. You want me to answer these for the record,
Senator, or

[The information follows:]

Ensuring proper use and distribution of funds remain high priorities for the De-
partment of Transportation. As the Department moves forward in the development
of each of the State corridors, we will be working with our State partners to develop
reliable cost estimates for programs to develop specific high-speed rail corridors rec-
ognizing the challenges associated with predicting costs for projects that might span
decades. We will also be looking for the States and other interest parties to become
part of both the planning and corridor development process.

Each program will include several projects. As we move to project level decisions
that involve commitment of funds for construction, we will be refining cost esti-
mates, refining ridership and benefit estimates, and refining commitments from
stakeholders and interested parties. In this merit-based competitive program, those
corridor projects that move to construction are the ones that are expected to gen-
erate the largest benefits to the U.S. taxpayers.

Senator BOND. Oh, [——

Secretary LAHOOD [continuing]. Do you want me to answer
them?

Senator BOND [continuing]. Well, yes, answer these for the
record. Or, I mean, if you've got any comment——

Secretary LAHooD. Okay, all right.

Senator BOND. I'll let you

Secretary LAHOOD. I know you want to go to another committee
meeting, so I'll answer them for the record for you.

Senator BOND. Okay. And if you have any comments on my com-
ments, I'd welcome those now. I mean——

Secretary LAHOOD. Of course, I have comments. Yes. I didn’t
know if-

Senator BOND. Good. No, ——

Secretary LAHOOD [continuing]. You wanted to go on to another
hearing, or not.

Senator BOND. But, this is important, so—but I mean——

Secretary LAHOOD. Yes.
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Senator BOND [continuing]. For these things I gave you, if you
may want to look at them and have

Secretary LAHooD. Okay.

Senator BOND [continuing]. Indepth comment, but——

Secretary LAHOOD. Yes.

Senator BOND [continuing]. You—I want to let you

Secretary LAHoOOD. No, look it

Senator BOND [continuing]. Have an opportunity——

Secretary LAHOOD. Senator, you know

Senator BOND [continuing]. For anybody who’s still listening, I
want you to make sure you have your time to——

Secretary LAHOOD. Sure.

Senator BOND [continuing]. Express your view.

Secretary LAHOOD. I appreciate that.

Senator BOND. Sure, no. That’s——

Secretary LAHoOOD. No, I appreciate that.

When President Eisenhower signed the Interstate Highway bill,
nobody knew where all the lines were going to go, and nobody
knew how we were going to pay for all of it. So, I'm not going to
sit here and tell you I know where all the money’s going to come
from for high-speed rail. I know this: Americans want high-speed
passenger rail. We did not have one of the 13 regions turn us down
in their opportunity to receive some of the $8 billion. There are so
many people around America that want good passenger rail trans-
portation. I can tell you, when the announcement was made in Mis-
souri, there was a big hue and cry that went up. I didn’t hear one
word of criticism about it from your Governor or any of the elected
officials there, because it’s going to connect opportunities for peo-
ple.

You know this as well as I do, Senator. If you build it, they will
come. The interstate system is an example of that. What an eco-
nomic engine the interstate system has been for places all over
America. What’s happened in Europe and Asia, their governments
have made a huge investment and these corridors have become a
huge economic engine everywhere that they are.

I can cite chapter and verse. You build a transit line, you build
a busline, you build an interstate or a—improve a street—you build
it, and they will come.

I know this. There’s going to be a lot of private investment. We
had a meeting with all of the companies that build train sets, not
only in Europe, but in Asia. And we had them come to the Depart-
ment, and what we said to them

Senator BoND. Oh man, they—I mean, they—they love it.
They’re the ones who are going to build it. Theyre going to—yes,
that—they're——

Secretary LAHOOD. Yes, but they’re also going to make an invest-
ment of some of their money, because they know this is an oppor-
tunity to get into the high-speed, inner-city rail

Senator BOND. Yes, right.

Secretary LAHOOD [continuing]. Business in America.

Senator BOND. Now, they’re going to make some money off of it,
but how much——

Secretary LAHOOD. They’re going to invest——
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Senator BOND [continuing]. Is it going to cost—how much is it
going to cost——

Secretary LAHOOD [continuing]. The money too, Senator.

Senator BOND [continuing]. The taxpayer?

Secretary LAHOOD. They're going to invest a lot of money, too,
Senator——

Senator BOND. And where they do——

Secretary LAHOOD [continuing]. The way they have in Eu-
rope——

Senator BOND [continuing]. They’re going to invest in

Secretary LAHOOD [continuing]. And in Asia.

Senator BOND [continuing]. Where they get some money out of
it.

Secretary LAHOOD. The——

Senator BOND. I—I've talked to the people who are building toll
roads, and they love it, because they know they are going to make
money. But, here, as I said, two rail—two high-speed rail lines are
profitable—I will—as Governor, I supported Amtrak. I started sub-
sidizing Amtrak, and we could—the State of Missouri, I think, is
still subsidizing Amtrak. But have they come in large numbers?
No. I've—I rode it, and I've seen how a few people are on it. We
have Amtrak from—between Kansas City and St. Louis. Yes. I'd
like to see that. But, am I willing, on the thought that they will
come, to spend billions of dollars more? I haven’t seen it, so far.

And to make that into a high-speed

Secretary LAHoOD. Well, you were willing to put——

Senator BOND [continuing]. Rail——

Secretary LAHOOD. As Governor, and certainly, as a Senator
here, you've been willing to stake a claim on the idea that if we
build a bridge between Illinois and Missouri, people are going use
it.

Senator BOND. I will put a whole lot more money on that one——

Secretary LAHOOD. I know you will; you already have.

Senator BOND [continuing]. Than on spending billions on—spend-
ing billions on high-speed rail. You and I both need that bridge. We
want you:

Secretary LAHOOD. The principle is that——

Senator BoND. We want you Illinois people to come over and
watch the Cardinals. We’re not

Secretary LAHooOD. Well, I'm looking forward to being with you
to dig the first spade of dirt. But, I'm

Senator BOND. Yes.

Secretary LAHOOD. Senator, you know this. When that bridge is
built, people are going to use it. You build it and they will come.
I don’t think you would have staked a claim to that unless you
thought people were going to use it and that it was needed. And
I can

Senator BOND. We’ve seen the projection

Secretary LAHOOD. The same principle is true for high-speed
inter-city passenger rail.

Senator BOND. I'm sorry, I believe we have an experience with
the highways. We know how important they are. We have a good
track record. The track record, unless you’re looking at Tokyo to
Osaka, or Paris to Lyon, is not that good. So, I just would like to
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know the total estimated cost, where the funding is going to come
from to ensure the things you are starting now, and what commit-
ment, by State, localities, and private companies, are going to meet
the required need, before we invest—before we commit to—I don’t
care whether it’s St. Louis to Kansas City, St. Louis to Chicago,
Chicago to Milwaukee, or Portland to Seattle—how much is it
going to cost? What do you project the ridership? How much is that
ridership going to be per person? Sometimes those numbers are
pretty scary, because it’s the taxpayer dollar that we’re putting at
risk. Well

Secretary LAHOOD. Those are all very good questions——

Senator BOND. Yes.

Secretary LAHOOD [continuing]. And T'll do my best to answer
them.

[The information follows:]

The administration’s support of the high-speed rail program highlights the signifi-
cance that this intercity passenger rail initiative is expected to have on American
way of life and our economy. This initiative will help relieve congestion, is environ-
mentally sound, and ultimately promotes more livable communities across the coun-
try. Although the cost of a national high-speed rail system is unknown at this time,
the closest analogy that we can make is the Interstate Highway program, which
began in 1956. DOT did not estimate the cost to complete the Interstate System,
but the benefits to the United States were immeasurable.

The $8 billion appropriated under ARRA, as well as the $2.5 billion that was ap-
propriated in fiscal year 2010, and the $1 billion requested in fiscal year 2011 Presi-
dent’s budget, are reflective of the administration’s commitment to advance the
building of the infrastructure necessary to make high-speed intercity passenger rail
transportation a reality. These resources are the down payment for this long-term
infrastructure effort. We are working closely with the States and the rail industry
to develop preliminary estimates and longer-term infrastructure requirements and
plans. We commit to keep the subcommittee informed as we validate requirements
and assemble more tangible plans.

Senator BOND. Good, good. And I—and I—those are—that’s what
I'm asking, because this is not like—we all know what—when you
build a highway, when you build a bridge—and you and I know
that a good friend of ours, when I was fighting for the highway bill
and I proposed a bridge, he complained that there was a—“You
should not be using highway money to build a bridge.” Well he
happened to come from a very dry State, and I explained to him,
“In the Heartland, highways don’t work unless you have a bridge
across the river.” So, I fought—I've fought that battle. I know:

Secretary LAHOOD. I know.

Senator BOND [continuing]. That battle.

Secretary LAHOOD. I know.

Senator BOND. I know it from both sides. That’s why I raise it.

CYBER SECURITY

Now, I've got a very—one very serious question that we are not
going to discuss at length in a—in an open hearing. You've got $30
million for cybersecurity. I'm not going to ask you to go into the
threats. I'm on the Intel Committee, and I know what the threats
are. Do you have a plan for how that money is being spent?

Secretary LAHOOD. Yes, sir. I'll be happy to come up and brief
you on that.

Senator BOND. Okay.

Secretary LAHooOD. I’d like to do that.
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Senator BOND. We would like—I think Chairman Feinstein and
I, on the Intel Committee, are also

Secretary LAHOOD. Yes, sir.

Senator BOND [continuing]. On Appropriations. If you would ar-
range to send your staff up—is the plan completed?

Secretary LAHOOD. It is.

Senator BOND. And who was responsible for preparing it?

Secretary LAHOOD. We have hired a very, very experienced per-
son to deal with this issue.

Senator BoND. Has it been completed, in cooperation with other
agencies?

Secretary LAHOOD. Absolutely. It’s being coordinated with other
agencies, of course.

Senator BOND. Has it—have you coordinated with NSA?

Secretary LAHoOD. Of course.

Senator BOND. Okay. Let me just say—I was hoping that they
would be here, but my—all right. Lewis Tucker, on my staff, and
David Grannis, on Chairman Feinstein’s staff, would like to work
with you to prepare a full staff briefing, and then we would like
to have an opportunity—Brian Smith, from the Budget Office, in
the Intel Committee. This is a very, very important investment,
and we want to work with you on it to make sure——

Secretary LAHOOD. Yes, sir.

Senator BOND [continuing]. It is done—that the money that you
need is available, that it’s well designed, and it’s——

Secretary LAHOOD. Yes, sir.

Senator BOND [continuing]. Well carried out, because this is

Secretary LAHooD. We will do it.

Senator BOND. No further comments on that one, here, but just
know that we appreciate how serious it is.

Secretary LAHOOD. Yes, sir.

ADDITIONAL COMMITTEE QUESTIONS

Senator BOND. And we’d work with you to make sure it’s done.
At this time I would ask the subcommittee members to submit any
additional questions they have for the record.

[The following questions were not asked at the hearing, but were
subl]nitted to the Department for response subsequent to the hear-
ing:

QUESTIONS SUBMITTED BY SENATOR PATTY MURRAY

Question. Mr. Secretary, your budget request includes $4 billion for a new agency
at DOT—the Infrastructure Fund, or I-Fund. This proposal goes beyond the TIGER
program that we funded in the Recovery Act and the regular 2010 bill. The I-Fund
would not only evaluate project applications, but it would also look for projects to
fund, whether or not the project even considered applying to DOT.

Giving this authority to DOT would be granting the Department an unprece-
dented amount of discretion over taxpayer dollars.

Senator Bond and I are both responsible for making sure that DOT conducts its
programs with a fair and open process.

Mr. Secretary, how would this kind of authority be consistent with running the
Department with transparency and accountability?

Answer. At the Department of Transportation, we are absolutely committed to ac-
countability and full transparency, and the operations of the National Infrastructure
Innovation and Finance Fund (NIIFF) would be handled in the same manner. The
Infrastructure Innovation Fund would take a relatively small portion of the overall
Federal expenditure for transportation infrastructure and focus on funding projects
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of national and regional significance that help us achieve our national goals, such
as economic competitiveness and livability. The ability to dedicate a portion of Fed-
eral transportation resources to fund these projects through a merit-based process,
based on performance and outcomes of the projects, is an important part of our over-
all approach to address our most critical transportation infrastructure needs. We
have been clear about the criteria we have established to evaluate these projects
and about the analysis that we expect applicants to prepare to support them. We
would be happy to work with you and your staff to develop appropriate ways of
achieving the transparency and accountability that we all agree will be essential in
this program.

Question. Why should such an ambitious program be considered before we even
know what is in the administration’s reauthorization proposal?

Answer. The Department has committed to releasing principles for a reauthoriza-
tion bill as soon as they are ready. We hope to use the time between now and the
end of the year, when the current extension of the surface transportation program
runs out, to make progress in developing long-term legislation. The I-Fund’s merit
based evaluation process will be an important part of our overall approach to ad-
dress the most critical transportation infrastructure needs. Every project selected
through the TIGER discretionary grant and the National Infrastructure Investment
(TIGER II) grant process will require specific performance measurements so we can
track actual outcomes against the estimates provided in the submitted applications.
This will provide a new knowledge that will help inform the Department’s other sur-
face transportation programs, as we work to better identify the highest-priority
needs, and how to address them, through the Reauthorization process.

Question. In any competitive program, there will always be questions about how
funding decisions were made. And the TIGER program was the Department’s first
experience running a discretionary program of that size.

Mr. Secretary, as you go through the process of awarding TIGER grants funded
in 2010, how will you ensure the Department follows a fair and open process?

Answer. DOT has made a significant amount of material available to the public
about the criteria used to select projects, description of the process used to evaluate
applications and list of the applications received. More than just making informa-
tion available, DOT has aggressively reached out to the Congress and public to an-
swer questions about the TIGER process, through webinars, conference calls and
face-to-face meetings.

The fiscal year 2010 appropriations act provided $600 million to be awarded by
the Department of Transportation for National Infrastructure Investments (“TIGER
II Discretionary Grants”). To ensure a fair and open process, the TIGER II Discre-
tionary Grants will be awarded on a competitive basis by measuring grant applica-
tions for eligible projects against the selection criteria specified in the program’s
Federal Register notice (an interim notice was published on April 26 and a final no-
tice was published on June 1).

The “Primary Selection Criteria” include:

—Long-term Outcomes.—The Department will give priority to projects that have
a significant impact on desirable long-term outcomes for the Nation, a metro-
politan area, or a region.

The following long-term outcomes will be given priority:

—State of Good Repair.—Improving the condition of existing transportation facili-
ties and systems, with particular emphasis on projects that minimize life-cycle
costs;

—Economic Competitiveness.—Contributing to the economic competitiveness of the
United States over the medium- to long-term;

—Livability.—Fostering livable communities through place-based policies and in-
vestments that increase transportation choices and access to transportation
services for people in communities across the United States;

—Environmental Sustainability—Improving energy efficiency, reducing depend-
en((:ie on oil, reducing greenhouse gas emissions and benefitting the environment;
an

—Safety.—Improving the safety of U.S. transportation facilities and systems.

—Job Creation & Economic Stimulus.—While the TIGER II Discretionary Grant
program is not a Recovery Act program, job creation and economic stimulus re-
main a top priority of this administration; therefore, the Department will give
priority (as it did for the TIGER Discretionary Grant program) to projects that
are expected to quickly create and preserve jobs and stimulate rapid increases
in economic activity, particularly jobs and activity that benefit economically dis-
tressed areas.

The “Secondary Selection Criteria” include:
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—Innovation.—The Department will give priority to projects that use innovative

strategies to pursue the long-term outcomes outlined above.

—Partnership.—The Department will give priority to projects that demonstrate

strong collaboration among a broad range of participants and/or integration of
transportation with other public service efforts.

The Department will give more weight to the Long-term Outcomes and Job Cre-
ation & Economic Stimulus criteria than to the Innovation and Partnership criteria.
Projects that are unable to demonstrate a likelihood of significant long-term benefits
in any of the five long-term outcomes will not proceed in the evaluation process. For
the Job Creation & Economic Stimulus criterion, a project that is not ready to pro-
ceed quickly is less likely to be successful.

Pursuant to the fiscal year 2010 appropriations act, the Department will also
strive for an equitable geographic distribution of funds, an appropriate balance in
addressing urban and rural needs and investment in a variety of transportation
modes.

The June 1, 2010, notice published in the Federal Register provides additional
guidance on how the Department will apply the selection criteria.

Question. The Rail Safety Improvement Act of 2008 mandates that railroads im-
plement positive train control over large areas of their track by the end of 2015.
Such widespread use of Positive Train Control will require a large investment by
the public sector, as well as significant investments by the Federal Government. Mr.
Secretary, what are you doing to make sure that railroads are able to meet this
mandate?

Answer. The Department has taken a number of steps to assist railroads in meet-
ing the December 31, 2015 mandate. The Federal Railroad Administration (FRA),
in partnership with its Railroad Safety Advisory Committee (RSAC), published a
final rule on January 12, 2010, that addresses the requirements of the Positive
Train Control (PTC) mandate.

A critical step in achieving PTC implementation was the requirement that each
applicable railroad submit a PTC implementation plan (PTCIP) by April 16, 2010.
Each PTCIP was to map out: (1) the railroad’s lines; (2) the lines meeting the cri-
teria requiring PTC; (3) the manner in which the railroad will provide for interoper-
ability within its PTC system of movements of trains of other railroad carriers over
its lines; and (4) implementation of PTC on its line segments prioritized by areas
of greater risk to areas of lesser risk. FRA received 40 implementation plans and
has assembled a team of subject matter experts and is on target to complete the
review and approval of the plans within 90 days. To support railroads during their
PTC system testing and implementation phase, FRA’s PTC Specialists will oversee
the testing and implementation and otherwise address PTC-related issues. The PTC
Specialists will be further supported by FRA Signal Engineers and Specialists, as
well as a small cadre of Senior Engineering staff.

To minimize duplication of effort by railroads and vendors, and facilitate PTC sys-
tem certification, FRA established a process where railroads may share common
PTC system information. For example, railroads using the same PTC product only
need to provide railroad-specific information necessary to certify the PTC product
on their property.

To address technical issues and facilitate interoperability, in fiscal year 2010, FRA
is targeting the $50 million available under the Railroad Safety Technology Grant
Program to address common PTC interoperability questions. This decision maxi-
mizes the utility of these limited resources by making investments in projects that
benefit the railroad industry, verses using these grant resources to procure PTC
equipment for few individual railroads.

Finally, FRA is supporting the railroads and their suppliers by actively partici-
pating in meetings, reviewing draft documents, and providing feedback on the im-
plementation of PTC. FRA, with the support of the Railroad Safety Advisory Com-
mittee, has crafted regulations that limit the scope of PTC implementation to a level
consistent with enhancing the safety of railroad employees and the general public.
Individual stakeholders may have strong feelings regarding the most appropriate
way to achieve this goal. Consequently, FRA has provided mechanisms to allow indi-
vidual railroads to demonstrate that the railroads’ proposed actions provide an
equivalent level of safety for employees and the public.

Question. Mr. Secretary, your budget request redirects $200 million from the reg-
ular highway program, and puts that money into livability grants that would help
transportation planning organizations.

I understand the need for these planning grants, but I also believe that we need
to invest in our Nation’s highways. This past year, Senator Bond and I worked hard
to provide an increase of $600 million for the Federal highway program.
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I don’t know if that is something we’ll be able to do again this year. The budget
resolution hasn’t been developed, and the subcommittee does not have its allocation
yet.

Mr. Secretary, can you please explain your decision in funding livability grants
out of the highway program?

Answer. The President’s budget marks a bold new way of thinking about invest-
ments in our transportation infrastructure and will become a key component of the
administration’s future surface transportation proposal. The President’s budget re-
quests $200 million to fund a competitive livability program within FHWA, which
is compatible with the legislative intent of the Federal-aid Highway Program
(FAHP). This benefits State and local governments, helping to modernize outdated
planning and regional models and improve data needed to make transportation in-
vestment decisions. Because of competition for scarce resources, sometimes innova-
tive solutions can take a back seat to the more pressing needs of maintenance and
repair. By targeting some investment funding, DOT hopes to demonstrate that
smart investment up front can save communities tax money over time by strength-
ening communities and lowering infrastructure costs.

The $200 million request to leverage a proportional takedown from funding au-
thorized for FAHP activities is a wise and much needed investment that will allow
for the better leveraging of public funds for future transportation investments. This
program will provide transportation practitioners with the tools, resources, and ca-
pacity they need to develop transportation systems that provide transportation
choices, save people money, protect the environment, and efficiently move goods.

Question. The Department is also requesting a new office within the Office of the
Secretary. You are also requesting additional OST staff to work on livability issues,
but they would not be a part of this new office.

Congress is working on the reauthorization of most transportation programs. This
legislation will also take a look at the Department’s overall structure.

Mr. Secretary, why is it necessary to create a new office at this time?

Answer. The Partnership for Sustainable Communities and the DOT’s livability
initiative are a high priority for this administration. Because this is a new emphasis
for the Government, however, there is substantial analysis and policy-making re-
quired to remove barriers and align the Federal programs and funding requirements
to support the principles of livability. The Livable Communities Program within the
Office of the Secretary will house full time employees that support this initiative.
The Office will coordinate livability programs across DOT’s operating administra-
tions and assess the effectiveness of various programs in supporting livability. It
will also assist in coordinating interagency efforts for the Partnership for Sustain-
able Communities, lead in developing metrics and performance measures for liv-
ability, and assist in the selection and management of grant and technical assist-
ance programs for seeking greater input and buy-in from the public.

Question. Mr. Secretary, you have spoken many times on the topic of livability.
Often, you talk about the importance of giving our communities a variety of trans-
portation options. And how people shouldn’t be forced into driving a car wherever
they want to go.

But the biggest initiatives in your budget for livability don’t focus on funding spe-
cific projects. Instead, your new initiatives are about giving planning organizations
access to better data and analytical tools, supporting public outreach efforts, and
providing technical assistance.

In the end, different communities will have their own definition of what is livable.
For some it’s a traditional road that just happens to include room for bicycles and
pedestrians. For others, it’s nothing short of a new transit line.

How important is the planning process to DOT when it evaluates the livability
of a transportation project?

Answer. A livable community is one with transportation choices, housing choices
and destinations located close to home. Because coordinating transportation with
other investments like housing, water infrastructure and economic development ini-
tiatives is at the heart of creating a livable community, a strong planning process
is essential to generating the sorts of projects that improve livability. However,
these kids of comprehensive planning efforts require good data, tools and staff, and
often this is difficult for struggling communities in difficult budget times.

USDOT is, therefore, proposing to provide communities with the resources nec-
essary to take a comprehensive look at their land-use decisions in conjunction with
their housing, transportation, and environmental infrastructure plans. The result
will be projects that provide a higher return on investment to the Federal taxpayer.

Question. What standards is the Department using now to judge the livability of
transportation projects?
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Answer. While the Partnership is working to determine performance measures
that can be used for livability projects, the current standards used are those listed
in the Notice of Funding Availability (NOFA) for TIGER and TIGER II grants. The
livability of transportation projects is judged by: enhanced mobility by creation of
more transportation options; improved connectivity; increased accessibility to eco-
nomically disadvantaged populations, non-drivers, senior citizens, and persons with
disabilities; and the result of a planning process which coordinated land use and
transportation planning decisions and involved community participation in the
project.

Question. DOT’s budget request includes $527 million for new initiatives that
would support community livability.

In addition, the Department of Housing and Urban Development is requesting
$150 million as part of the administration’s sustainability initiative. This request
builds on the funding this subcommittee provided HUD for fiscal year 2010.

Mr. Secretary, I am glad to see that over the past year, DOT has worked hard
to coordinate with HUD and the EPA on matters of livability and sustainability.
However, it is still unclear how your livability requests fit with the work that HUD
started this year.

Can you explain to me how your new initiatives on livability will work with
HUD’s ongoing livability program?

Answer. In the fiscal year 2011 budget request, the three agencies divided up the
roles in order to reduce overlap and redundancy and save taxpayer money. The fo-
cuses of the agencies represent which agency will act as the lead on this topic.
DOT’s program will focus on capacity building. The goal is to increase capacity at
all levels of government to integrate transportation, housing, economic development
and water infrastructure investments in urban and rural communities. The funds
could be used to improve modeling and data collection, provide training, fund house-
hold transportation surveys, and support organizational changes to better reflect in-
tegrated planning.

On the other hand, HUD’s program has a focus on planning. Their goals are to
improve regional planning efforts that integrate housing and transportation deci-
sions, and update land use plans and zoning codes. They will be able to award funds
to housing, transportation, and environmental stakeholders who are focused on
planning efforts.

Without the support to build institutional capacity to do the sort of comprehensive
planning that HUD is promoting, communities may simply find an outside con-
tractor to develop the plan without having the internal capacity to implement it and
adjust it in the long term. DOT and HUD’s programs rely on one another to reach
the highest levels of success.

Question. The relationship between DOT and HUD is an important one, and Fed-
eral departments should coordinate and work together—whether it’s on livability or
any other issue area. But we need to make sure that this relationship is sustained
by more than the force of personalities.

Mr. Secretary, what are you doing to make this new relationship between DOT
and HUD something that will live beyond the current administration?

Answer. Ensuring that this Partnership continues in the long-term—beyond the
term of this administration—is a top priority. We are working together to institu-
tionalize changes that will support this priority. We have begun this effort by cre-
ating offices at DOT, HUD, and EPA to head up the important work of encouraging
livable communities. Our initial goals include joint NOFAs for planning grants and
joint funding application review, evaluation and award processes. We also have been
identifying institutional barriers and addressing them, such as HUD’s ban on multi-
family housing on a cleaned up brownfield or replacing the New Starts cost-effec-
tiveness review for a more broad cost-benefit analysis that includes economic devel-
opment, housing and environmental impacts.

Question. The DOT budget request includes $1.1 billion for the FAA’s effort to
modernize the air transportation system—called “NextGen”. And an essential part
of NextGen is the replacement of radar surveillance with satellite-based technology.

However, for this program to work, each aircraft that uses the air traffic control
system must be equipped with compatible technology. The FAA has mandated such
equipage by the year 2020, but there is no guarantee that airlines will be able to
meet this mandate.

Mr. Secretary, your budget proposal includes no funding to support NextGen equi-
page.

Do you believe that the airlines can afford to meet the mandate on their own?

Answer. The FAA has not currently mandated any NextGen equipage by aircraft
owners and operators. We are in the final stages of considering industry comments
on a proposed rule that would mandate Automatic Dependent Surveillance-Broad-
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cast (ADS-B) “Out” in certain airspace by 2020. The final rule is expected to be pub-
lished soon. ADS-B is one of several components of NextGen and is capable of
broadcasting (“Out”) and receiving (“In”) information regarding the location of other
aircraft. Equipage mandates generally require following rulemaking procedures, in-
cluding cost benefit analysis and public comments.

The administration has been exploring various options to incentivize NextGen eq-
uipage prior to any mandatory due dates. The primary focus of our work has been
to accelerate equipage above that which may occur naturally. Operational incentives
for early adopters (“best equipped, best served”) could help to alleviate concerns re-
garding the financial ability of aircraft owners and operators to equip their aircraft
with NextGen technologies in the near-term.

Question. Secretary LaHood, I appreciate the work we’ve done together to promote
sustainable communities and address climate change. As you may know, about one-
half of the emissions in my home State of Washington come from the transportation
sector—which is much higher than the national average. So it’s really important to
me to work to address this important issue.

That’s why I created the Transit Investments for Greenhouse Gas and Energy Re-
ductions in the Recovery Act. The program was such a huge success and we were
able to include fiscal year 2010 funding as well.

Secretary LaHood, can you tell me what lessons have been learned in establishing
this new program?

Answer. There is a great deal of interest and demand for such programs and as-
sistance. The Federal Transit Administration (FTA) received over 560 project pro-
posals and reviewed more than $2 billion in applications for the $100 million made
available through the American Recovery & Reinvestment Act (ARRA) of 2009.
Forty three proposals were selected from across the country as part of a nationwide
competition, which rated projects on such factors as readiness to implement, appli-
cant capacity, degree of innovation and national applicability.

We also learned that there are a wide variety of technologies or operational effi-
ciencies that can be implemented to reduce the energy and/or greenhouse gas emis-
sions of our transit agencies. For example, among the projects funded within this
competitive environment, Alabama will replace gasoline and diesel buses with elec-
tric hybrids, Massachusetts will construct wind energy generation turbines and
Vancouver, Washington, will install solar panels at transit facilities. Ultimately,
there are many innovative ideas that need to be researched and actions that can
be taken to assist our transit agencies become more efficient as well as sustainable.

Quegtion. What lessons have been learned from projects selected for Grant Agree-
ments?

Answer. Due to the great variety of selected projects, we are just now beginning
to understand some of the challenges we will need to address going forward such
as how to more accurately calculate and document energy use and savings claims.
We have learned, for example, that transit agencies need help measuring their car-
bon footprint, and that the source of their energy is ultimately a factor in moving
the country forward toward sustainability.

Question. Washington State is very appreciative of the $590 million you have ap-
proved for the NW High Speed Rail Corridor projects in Washington State. As a
State, we’ve put a lot of investment into this corridor and these funds are going to
help build on this to dramatically improve passenger service.

Our State has nearly $280 million in projects that can turn dirt and put nearly
2,000 people to work during the 2010 spring and summer construction season. This
includes a lot of work that is ready to begin within 60 days.

However, Washington State DOT is waiting for approval from FRA to proceed,
and it’s unclear how long this approval process may take. It is very important we
get these WA projects underway as well as others around the country and put peo-
ple to work during this upcoming construction season.

I'd like your commitment to have your staff look into this and work with the
Washington State DOT on an acceptable schedule.

Answer. The Federal Railroad Administration (FRA) is working closely with
Washington State DOT to implement these projects as quickly as possible. Among
the things FRA is collaborating on is completion of the environmental review re-
quired under the National Environmental Policy Act (NEPA) and other laws. These
environmental approvals are necessary before FRA can complete and execute the
grant agreement. FRA is also working with Washington to finalize the scope, sched-
ule, and budget of each of the large projects planned as part of the anticipated $590
million in infrastructure improvements.

The Department understands the urgency of beginning construction as soon as
possible. As a result, FRA has reached out to Washington and the host railroads
(BNSF and Sound Transit) to provide them guidance on the appropriate ways in
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which they might begin construction of certain projects in advance of the signed
grant agreement with the goal of maximizing the likelihood that the State and host
railroad could be reimbursed later with grant funds. FRA looks forward to continued
progress in our productive on-going collaboration with Washington State.

Question. Two projects in Washington State—the North-South Freeway in Spo-
kane and the Mercer Street Corridor in Seattle—have been awarded TIGER grants
recently.

They are both great projects. The project in Spokane will create about 100 jobs—
and the Seattle grant is the final piece required to finish a project that will create
thousands of jobs.

Would you please comment briefly on the role of infrastructure investment in sup-
porting local and regional economies?

Answer. Infrastructure spending has an immediate, primary, impact in creating
employment in the communities while the infrastructure is being built. We estimate
that the $48.1 billion in infrastructure investment funded by the Recovery Act will
produce 523,000 job-years of employment, many of which take the form of jobs pro-
duced when increased employment at construction sites leads to increased spending
at local and regional businesses producing consumer goods and services.

In the longer run, transportation infrastructure investment helps to shape com-
munities’ economic options. Manufacturers of high-value, high-volume semiconduc-
tors or electronics depend on air shipments to move their products to markets
around the globe. Commodity agriculture or raw materials producers depend on ac-
cess to bulk freight transportation infrastructure. Manufacturers of complex, high
value products like automobiles depend on multi-modal freight links.

Equally important are the benefits that good personal transportation options can
confer on communities in the era of a global, knowledge-based economy. Livable
communities are better able to attract clusters of high-skill, high-paying knowledge-
based industries and workers, to the benefit of residents, communities, and the U.S.
economy as a whole. Building livable communities requires collaboration across lev-
els of government and between the public and private sector.

One of my highest priorities is to work closely with Congress, other Federal de-
partments, the Nation’s Governors, and local officials to help promote more livable
communities through sustainable surface transportation programs.

Question. In September 2009, the Department of Transportation Inspector Gen-
eral issued a Management Advisory to PHMSA raising strong concerns with the
management and processing of special permits to transport hazardous materials.
PHMSA developed an action plan and began a process to review the fitness of spe-
cial permit holders to rectify the agency’s fundamental failure to appropriately re-
view: (1) an applicant’s safety history; and (2) an applicant’s proposed alternative
safety packaging and transport plan.

How many special permits have been reviewed to date? Of those special permits
reviewed, how many have been suspended, revoked, or denied?

Answer. From November 1, 2009 to May 11, 2010, there have been 1,155 Special
Permit applications reviewed. Of those reviewed, 10 were terminated and 12 were
denied.

Question. What is your projected caseload for the processing of special permit ap-
plications in fiscal year 20117

Answer. PHMSA expects a significant increase in the projected caseload of special
permits and approvals applications in fiscal year 2011 due to policy changes for
trade associations.

PHMSA is in the process of modifying (or terminating when appropriate) special
permits and approvals granted to association members collectively. For any special
permit issued to association members collectively, PHMSA has started the process
of providing notice of modification or termination to the association and each indi-
vidual member whose name and address is on file with PHMSA. This notice pro-
vides information for the individual members to determine whether the activity au-
thorized by the special permit or approval will eventually be incorporated into the
regulations or will continue to need a special permit or approval.

When a special permit or approval is not incorporated into the regulation, the in-
dividual members must submit an application for a special permit or approval. This
will result in an increase in the 2011 caseload that could be up to 20,000-30,000
applications.

As of April 2010, PHMSA has approximately 6,000 pending applications, which
include applications received more than 180 days ago in addition to applications re-
ceived less than 180 days ago. The 6,000 applications on file are divided into 2 cat-
egories—Approvals (5,400) and Special Permits (600).



43

Question. In the President’s proposed budget for fiscal year 2011, you are elimi-
nating $900,000 for contractor support to assist in executing the agency’s full-scale
review of existing special permits to fulfill the IG’s recommendations.

With this proposed cut in funding, will you have the resources necessary to appro-
priately process the estimated 5,500 special permit holder’s requests for approvals
consistent with the new PHMSA action plan guidelines and Inspector General rec-
ommendations?

Answer. PHMSA’s 2011 budget request included $1.5 million to annualize 20 posi-
tions enacted in fiscal year 2010 in support of the special permits and approvals ac-
tion plan to enhance management and oversight of this hazardous materials safety
program.

Question. The Department of Transportation Office of Inspector General is due to
issue a second management advisory to PHMSA regarding the review and author-
ization of explosive classifications and insufficient oversight of the four labs author-
ized by PHMSA to examine and test explosives.

When will PHMSA be providing its personnel with the necessary guidance for
classifying and approving explosives?

Answer. PHMSA has formed a cross-functional team to review all previous guid-
ance, both formal and informal, and existing regulatory provisions for classifying
and approving explosives. The team has developed a draft guidance manual that
covers three separate audiences: (1) guidance for persons applying for an explosive
classification recommendation; (2) guidance for the authorized explosive test labora-
tories for testing and examination; (3) Standard Operating Procedures for PHMSA
related to approving authorized test agencies, and evaluating and approving explo-
sive classifications. This guidance manual is under review and will be formalized
by September 2010.

Question. How many explosives classifications and approvals has the agency proc-
essed annually for the past 5 fiscal years?

Answer. See table.

Approval Type 2005 2006 2007 2008 2009 2010 (YTD)

Explosives 733 1,626 1,752 1,930 1,681 1,364
Fireworks 505 5,201 4,933 4,599 2,579 2,265

Question. What processes and internal certifications will you develop to ensure
that all authorized testing labs comply with PHMSA guidance for classifying and
approving explosives?

Answer. As of March 2010 PHMSA requires on-site inspections by PHMSA for all
new and renewal approvals applications for all certification agencies. The on-site in-
spection will determine whether the certification agency, including explosive testing
labs, is fit and capable of operating in accordance with the specifications outlined
in the approval. The inspection will include review of the specific requirements and
criteria under the requested special permit or approval, including:

—Test procedures and equipment

—Internal quality assurance/control measures

—Spatial Requirements

—Security policies/procedures

—Personnel and subcontract qualifications

—Employee training and certifications

—Independent and impartial operations

The four PHMSA authorized explosive examination laboratories were inspected
between March and April 2010. The PHMSA inspection team found all four labora-
tories fit to perform the examination and shipping classification recommendation
functions authorized under approval. Some minor violations related to training,
marking, labeling, and reporting were noted, which the audit team determined not
to adversely impact their fitness capability under the approvals.

Question. How are you improving your oversight of PHMSA’s approved explosives
testing labs and who specifically will be accountable for the lab’s safety reviews, fit-
ness inspections, and regulatory compliance?

Answer. The Special Permits and Approvals Office is responsible and accountable
for certification agency oversight. PHMSA is developing more detailed application,
inspection, reporting, and accountability provisions to ensure impartial and quality
performance of the laboratories. We plan to require each laboratory to reapply under
these new terms. These guidelines require an initial inspection from PHMSA staff
prior to issuing the approval, and compliance inspections by our enforcement staff.

Question. Please use the attached table to provide a complete listing by year of
employees who received retention bonuses during the years 2006-2010. For each
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year, please include each employee’s name, title, grade, salary, and retention bo-
nuses.

Answer. The information for fiscal year 2007—2010 is provided below. Data prior
to fiscal year 2007 is not readily available due to FAA’s conversion to the Delphi
accounting system in 2006.

Some employees have more than one entry for a given fiscal year. Since retention
bonuses are calculated using base salary, if that changes during the course of a year
then separate retention bonus amounts must be calculated against each separate
base salary. Adding the multiple retention bonus amounts listed equals the employ-
ee’s total retention bonus earned for that year. The amounts in the “Salary” column,
however, are not additive.

Employee Name Title Grade Salary Retention Bonus

Fiscal Year 2007:

BORO, THOMAS R. ....cccovvvrnneee SUPV PERSONNEL MANAGEMENT SPEC ....... | $104,500 $8,068.20
106,200 22,408.60
CLAYTON, ROBERT J. SUPV PERSONNEL MANAGEMENT SPEC ....... Ko 127,000 15,877.40
DIX, MARY E. ........... DEP ASST ADMIN FOR HR MGMT ................ 02 ... 146,193 2,849.76
148,678 9,660.00
GIBSON, VENTRIS C. .... ASST ADMIN FOR HUMAN RESOURCE | 01 ... 155,653 11,592.00
MGMT.
GOMES, GARY R. oo SUPV AVIATION SAFETY INSPE 124,800 556.80
SUPV AVIATION SAFETY INSPECTOR .. 124,800 2,153.28
JUBA, EUGENE .......coovvereenn. SR VICE PRESIDENT FOR FINANCE ... . 164,100 11,592.00
KERWIN, PETER J. .... SUPV AVIATION SAFETY INSPECTOR ............ 127,000 16,279.20
MINIACE, JOSEPH N. DEP ASST ADM STRATEGIC LABOR MGT | 02 ... 145,785 3,864.00
REL.
PUNWANI, RAMESH ............... ASST ADMIN FOR FINANCIAL SERVICES ...... 0l ... 161,400 11,082.40
164,100 30,590.00
RITMAN, ALLISON W. ............. SUPERVISORY ACCOUNTANT Ko 127,000 2,771.20
SUPV ACCOUNTANT Ko 124,792 674.48
127,000 519.60
WILLETT, ANTHONY J. ........... PROGRAM MANAGER ..... 127,000 2,771.31
WILLIAMS, CLIFFORD J. .. | AIRWAY TRANSPORTATIO . 61,335 11,254.00
WILLIAMS, HAROLD F., Il ...... AIRWAY TRANSPORTATION SYS SPEC .......... 78,657 14,433.00
Fiscal Year 2007 Total ... | oo | cevseiinees | covneessessssniens 178,997.23
Fiscal Year 2008:
AMANN, GORDON K. ............. AIR TRAFFIC CONTROL SPEC (C) ...vvvruvvernes LH ... 110,711 3,527.82

ANDERSON, THEODORE H. .... SUPV AIR TRAFFIC CONTROL SPEC (C) ....... U 148,960 920.16
ANGLE, THEODORE W. . AIR TRAFFIC CONTROL SPEC (T) .. .| LH 133,122 3,268.44

AUSTIN, THOMAS P. . AIR TRAFFIC CONTROL SPEC (C) ...ccooovrrrernee | LH 133,625 4,139.19
BACILE, MICHAEL J. . AIR TRAFFIC CONTROL SPEC .......ccccoorvveereee | KH e, 120,165 3,910.20
BAHLER, GARY C. AIR TRAFFIC CONTROL SPEC (T) ...ccoossrrreeeee | LH 126,402 4,027.86
BALL, RANDALL R. AIR TRAFFIC CONTROL SPEC (T) .oovoverereeees | LH o 140,319 3,445.26
BARBIERI, JOHN R AIR TRAFFIC CONTROL SPEC .......cccooumvveeeee | KH .o, 120,165 3,910.20
BEADLE, MARK R. AIR TRAFFIC CONTROL SPEC (T) ..ovevoreeeeeee | HH 91,568 1,417.98
BERRA, PATRICK M. AIR TRAFFIC CONTROL SPEC (T) ...covsvvrreenee | FH 90,802 2,068.08
BIGGERS, JACK H. ... AIR TRAFFIC CONTROL SPEC 120,165 2,346.12
BLACK, NELSON K. .. AIR TRAFFIC CONTROL SPEC (T) w.oovvesreeeeees | FH 74,705 2,187.54
BLAIS, MICHAEL J. ... .. | AIR TRAFFIC CONTROL SPEC (T) .........cccce.. | LH .ol 126,400 6,265.56
BLITTERSDORF, JEFFREY E. ... | AIR TRAFFIC CONTROL SPEC ...........cccee. | GH ... 83,814 1,908.90
BOELTER, TIMOTHY T. ........... AIR TRAFFIC CONTROL SPEC (C) ...ovsvorrreeeee | LH 126,402 4,027.86
BONE, MICHAEL D. .. AIR TRAFFIC CONTROL SPEC (T) ...cooovvrreenee | LH 129,524 3,094.98
BORO, THOMAS R. ... MANAGER, LABOR & EMPLOYEE REL | J ... 106,200 1,179.40
BRACH. 109,000 23,278.80

SUPV PERSONNEL MANAGEMENT SPEC ....... | I 106,200 8,255.80

BOWE, JOHN R. AIR TRAFFIC CONTROL SPEC (C) .. . 126,402 4,475.40
BOYLE, DANIEL P. AIR TRAFFIC CONTROL SPEC (T) .. 129,524 4,088.88
BROKER, BARBARA A. . AIR TRAFFIC CONTROL SPEC (T) .. 119,178 3,797.82
BURTON, CARL JR ... SUPV AIR TRAFFIC CONTROL SPEC 141,029 460.08
BURZYCH, CRAIG A. AIR TRAFFIC CONTROL SPEC (T) 126,402 1,342.62
BUSSE, JUDITH A. SUPV AR TRAFFIC CONTROL SPEC (T) 140,908 460.08
BYRNE, JOHN J. .. SUPV AIR TRAFFIC CONTROL SPEC (C) . 142,230 2,760.48
BYTHEWAY, DAVID L. .. | AIR TRAFFIC CONTROL SPEC (T) .. 104,010 3,745.80
CARMICHAEL, DAVID L. ........ AIR TRAFFIC CONTROL SPEC (C) ...cocovrrreeeee | LH 133,122 3,238.62
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Employee Name Title Grade Salary Retention Bonus
CARVER, STEVEN T. . SUPV COMPUTER SPEC 115,015 21,187.20
CATOE, RALPH D. ... AIR TRAFFIC CONTROL SPEC (T) .. 102,216 1,995.48
CERAMI, JOSEPH S. . .| AIR TRAFFIC CONTROL SPEC (C) ...... . 130,011 4137.39
CLAYTON, ROBERT J. ............. SUPV HUMAN RESOURCES SPECIALIST ....... 130,000 24,096.00

SUPV PERSONNEL MANAGEMENT SPEC ....... 127,000 10,103.80

130,000 6,024.00

CLEAVER, MICHAEL D. ........... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 139,353 1,360.26
141,030 3,671.04

COLFER, STEVEN L. ...ccooees AIR TRAFFIC CONTROL SPEC (C) ...cvvrvvvrnnee LH ... 133,625 5,978.83
CONTRERAS, CARLOS .| AIR TRAFFIC CONTROL SPEC (C) .. H ... 115,783 3,689.82
COPPA, MICHAEL F. . AIR TRAFFIC CONTROL SPEC (T) ...... . | HH . 102,216 4,320.00
DOBRINICH, DAVID A. ... SUPV AIR TRAFFIC CONTROL SPEC (T) ....... U 147,123 460.08
148,893 3,680.64

DOEGE, BLANE S. ......... AIR TRAFFIC CONTROL SPEC LH ... 125,928 1,719.60
DRESSLER, ROBERT K. . AIR TRAFFIC CONTROL SPEC (T) .. H ... 122,788 5,651.88
DRISCOLL, CHARLES F. AIR TRAFFIC CONTROL SPEC (C) ...... H ... 126,402 4,922.94
DYER, STANLEY J. ... SUPV AIR TRAFFIC CONTROL SPEC (T) [ 144,045 2,970.36
EWING, MICHAEL L. . AIR TRAFFIC CONTROL SPEC (T) H ... 133,122 3,268.44
FRAWLEY, EDWARD J. ... SUPV AIR TRAFFIC CONTROL SPEC .. U ... 160,414 1,980.24
162,344 3,960.48

FREDRICKSON, THOMAS E. .... | AIR TRAFFIC CONTROL SPEC (T) KH ... 128,892 1,677.60
FUNKHOUSER, BRADLEY C. ... | AIR TRAFFIC CONTROL SPEC (C) .. JH ... 120,954 1,574.16
GALASSINI, DEBRA A. ... AIR TRAFFIC CONTROL SPEC (T) .. H ... 122,788 3,912.84
GIBBS, BRENDA E. .. AIR TRAFFIC CONTROL SPEC KH ...... 120,165 3,910.20
GIBSON, VENTRIS C. ..... ASST ADMIN FOR HUMAN RESOURCE | 01 ....... 155,653 6,762.00
MGMT. 159,544 7,920.96

GISH, EDMUND C. ....ccovvvrvnee SUPV AIR TRAFFIC CONTROL SPEC (T) 164,168 920.16
GOODNOUGH, DAVID W. AIR TRAFFIC CONTROL SPEC (T) .......... 90,802 609.96
GRATYS, JOHN G. ..... SUPV AIR TRAFFIC CONTROL SPEC (C) 140,908 2,760.48
GRIFFIN, CHARLES W. AIR TRAFFIC CONTROL SPEC (T) ...... 118,733 1,249.38
GRIMM, CYNTHIA J. ...... AIR TRAFFIC CONTROL SPEC (T) .. 121,658 6,030.36
GROENE-BRASS, LISA C AIR TRAFFIC CONTROL SPEC (T) .. 92,617 2,109.66
GROFF, BRYAN W. ... AIR TRAFFIC CONTROL SPEC (C) ...... 133,122 4,626.60
HAGEN, SHAWN C. AIR TRAFFIC CONTROL SPECIALIST (T) . LH ... 61,328 860.40
HALL, MICHAEL A. ... AIR TRAFFIC CONTROL SPEC (T) .. LH ... 133,122 1,400.76
HASENPFLUG, JEFFREY D. ... | AIR TRAFFIC CONTROL SPEC ... JH . 129,058 3,554.40
HOCKING, ROBERT G. ............ AIR TRAFFIC CONTROL SPEC (C) .. H ... 110,605 4,738.60
HOFFMAN, ROBERTA S. ......... AIR TRAFFIC CONTROL SPEC (T) .oooovvvverees | LH 130,011 5,063.52
HORNER, WILLIAM T. AIR TRAFFIC CONTROL SPEC (T) . 125,405 4,080.60
HOUSE, MARK S. ......... DIR FIN ANALYSIS & PROCESS REENGI- | 02 ....... 144,848 4,830.00
NEER. 148,469 18,812.28

HURLEY, WILLIAM J., R ........ AIR TRAFFIC CONTROL SPEC (T) HH . 90,042 1,757.88
HYLAND, JOHN L. . AIR TRAFFIC CONTROL SPEC (C) .. JH .. 117,682 1,148.76
JEANES, JOSEPH A. AIR TRAFFIC CONTROL SPEC (T) .. H o 116,303 4,162.62
JONES, MELVIN B. AIR TRAFFIC CONTROL SPEC (T) .. LH ... 129,524 3,537.12
JUBA, EUGENE SR VICE PRESIDENT FOR FINANCE ... 01 ... 164,100 6,762.00
168,200 19,802.40

KERWIN, PETER J. ... SUPV AVIATION SAFETY INSPECTOR ............ K. 127,000 5,997.60
130,000 887.52

KEYES, ROBERT C. ....... AIR TRAFFIC CONTROL SPEC (T) ..vvvrevvernee LH ... 130,011 4,142.88
KHATCHERIAN, PAUL SUPV AIR TRAFFIC CONTROL SPEC (C) ...... | U ....... 142,230 2,300.40
KOOS, MARK ........ AIR TRAFFIC CONTROL SPEC (C) H ... 135,543 1,380.30
KUHN, GEORGE W. ... AIR TRAFFIC CONTROL SPEC (C) LH ... 111,843 3,564.00
KUZANEK, DWIGHT M. ... AIR TRAFFIC CONTROL SPEC (T) .. H ... 122,788 4782.36
LADNIER, DARRYL A. ... AIR TRAFFIC CONTROL SPEC ... KH ...... 113,300 1,105.92
LANGSTON, MILES H., JR .. AIR TRAFFIC CONTROL SPEC (T) .. KH ... 125,405 2,448.36
LAWRENCE, TONY H. AIR TRAFFIC CONTROL SPEC (T) .. H ... 125,928 429.90
LEWIS, KEITH C. ........... AIR TRAFFIC CONTROL SPEC (T) H ... 118,733 1,249.38
LIGNELLI, ROBERT J. ... AIR TRAFFIC CONTROL SPEC (T) ..vvvrcvvernee LH ... 133,122 4,089.96
LIZZ10, MICHAEL J. .. SUPV AIR TRAFFIC CONTROL SPEC (C) ...... | U ....... 131,855 2,300.05
LOVETT, STEVEN B. ...... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 142,837 1,394.28
144,556 3,762.72

MARKS, ROBERT L. ....... AIR TRAFFIC CONTROL SPEC (T) H ... 122,329 3,861.54
MATHEIS, ULRICH R. AIR TRAFFIC CONTROL SPEC (C) H ... 133,625 5,059.01
MAURICE, LOURDES Q. . .| CHIEF SCIENTIFIC & TECHNICAL ADVI 103 . 138,516 5,777.28
MCCONAHAY, KENNETH C. ... | AIR TRAFFIC CONTROL SPEC (T) ..ocovvvvernnee LH ... 133,122 2,693.52



46

Employee Name Title Grade Salary Retention Bonus
MCCORMICK, MICHAEL J. AIR TRAFFIC CONTROL SPEC (T) ..o | LH 129,524 1,362.96
MIETH, DOUGLAS R. AR TRAFFIC CONTROL SPEC (C) ..coevvveereee | LH e 133,625 4139.19
MINER, MATHEW M. . AIR TRAFFIC CONTROL SPEC (T) .. | LH 133,122 1,400.76
MINIACE, JOSEPH N. DEP ASST ADM STRATEGIC LABOR MGT | 02 ... 145,785 9,016.00

REL. 149,430 21,122.56

MISNER, JOHN E. AIR TRAFFIC CONTROL SPEC (C) ..ooovovveeeee | LH 126,402 2,685.24
MOFFAT, JAY ...... AIR TRAFFIC CONTROL SPEC (T) ...ocoevvveereee | LH e 122,788 3,043.32
MOLLICA, ANTHONY J AIR TRAFFIC CONTROL SPEC (T) .. 92,235 664.32
MORALES, DAVID A. . AIR TRAFFIC CONTROL SPEC (T) 70,600 1,378.44
MORRISON, ROBERT M. SUP ATCS (C/T-I) ..... 130,000 5,640.00
NASH, CHARLES F. .. AIR TRAFFIC CONTROL 83,814 1,090.80
NELSON, BARRY J. ... AIR TRAFFIC CONTROL SPEC (T) .. 76,950 1,759.32
NEMCEK, RICHARD M. . .. | AIR TRAFFIC CONTROL SPEC (C) .. H ... 126,402 4,027.86
NICHOLAS, ROBERT M. .......... AIR TRAFFIC CONTROL SPEC (C) .. H ... 133,625 5,059.01
OSEKOWSKI, CRAIG P. ........... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 144,738 470.94
146,480 3,813.12

PALLONE, MARK A. .. AIR TRAFFIC CONTROL SPEC (T) .. 125,928 859.80
PARMAN, DENNIS J. . AIR TRAFFIC CONTROL SPEC (T) .. 129,524 1,747.20
PASSIALES, JAMES J. SUPV AIR TRAFFIC CONTROL SPEC (C) . 127,548 2,709.72
PATT, LAWRENCE K. AIR TRAFFIC CONTROL SPEC (T) ....... 129,524 4,997.52
PETRE, PHILIP J. . SUPV AIR TRAFFIC CONTROL SPEC (T) . 127,159 2,482.56
PRATT, THOMAS J. ... SUPV AVIATION SAFETY INSPECTOR ............ 127,000 1,864.28
130,000 18,642.80

PUGH, DENNIS W. ... AIR TRAFFIC CONTROL SPEC (T) ..o GH 83,814 2,533.68
PUNWANI, RAMESH . ASST ADMIN FOR FINANCIAL SERVICES ...... 01 ... 164,100 11,270.00
168,200 31,353.80

QUINN, GLENN P. ..... AIR TRAFFIC CONTROL SPEC (T) .. KH ....... 127,032 447.48
RAWLINGS, KEVIN S. AIR TRAFFIC CONTROL SPEC (T) .. HH .. 94,798 3,393.06
RAY, MARK A. .......... AIR TRAFFIC CONTROL SPEC (C) .. H ... 137,237 4,140.18
REGRUTO, SANDRA G. . AIR TRAFFIC CONTROL SPEC (T) .. FH ... 81,884 4,368.00
REINERT, KURT A. ... AIR TRAFFIC CONTROL SPEC (T) FH ... 84,643 3,029.40
RHEA, RODNEY R. ... AIR TRAFFIC CONTROL SPEC ........ .| GH 83,814 1,908.90
RITMAN, ALLISON W. .....ccc...c. MANAGING DIR OF FINC RPTNG & CON- | 02 ... 135,93 3,212.66
TROLS. 130,000 180.72

SUPERVISORY ACCOUNTANT .....covvevrireinnne 127,000 1,212.42

130,000 180.72

ROESKE, DAVID W. AIR TRAFFIC CONTROL SPEC (C) .. 126,402 4,027.86
ROY, KIM A. ... AIR TRAFFIC CONTROL SPEC (T) .. 127,032 447.48
RUIZ, DAVID R. AIR TRAFFIC CONTROL SPEC (T) .. 129,524 4,997.52
SACKETT, GREGORY A. SUPV AIR TRAFFIC CONTROL SPEC ... 146,290 951.96
148,050 3,853.92

SANOCKI, MICHAEL H. . AIR TRAFFIC CONTROL SPEC (T) .. 130,011 5,984.16
SCOTT, ROBERT E. .. AIR TRAFFIC CONTROL SPEC (C) .. 109,000 1,929.60
SEACAT, GARY D. AIR TRAFFIC CONTROL SPEC (T) .. 92,617 301.38
SICKLES, STEPHAN J. AIR TRAFFIC CONTROL SPEC (T) 133,122 4202.28
SMITH, TERRY R. oo AIR TRAFFIC CONTROL SPEC (T) .. 122,329 429.06
SNYDER, FREDERICK J., JR ... | AIR TRAFFIC CONTROL SPEC (C) 125,568 1,435.32
SNYDER, THOMAS G. ............. AIR TRAFFIC CONTROL SPEC ... 83,814 1,636.20
STANKOWICZ, JOSEPH M. AIR TRAFFIC CONTROL SPEC (C) 133,625 4,139.19
STAROS, JOHN D. AIR TRAFFIC CONTROL SPEC (T) .. 128,572 2,731.32
STEINBERG, FREDE! . ... | AIR TRAFFIC CONTROL SPEC (T) 84,550 2,571.12
STEINWEDEL, ROBERT P. . AIR TRAFFIC CONTROL SPEC ... 120,165 2,346.12
STRONG, ROBERT L. AIR TRAFFIC CONTROL SPEC 125,568 864.60
SWITCH, JAY M. .. AIR TRAFFIC CONTROL SPEC 120,165 3,519.18
TIGHE, GRACE . AIR TRAFFIC CONTROL SPEC (T) 93,531 2,738.88
TOTH, DANIEL A. . AIR TRAFFIC CONTROL SPEC (C) .. 126,402 3,580.32
VANDERWEEL, PETER J. .| AIR TRAFFIC CONTROL SPEC (T) .. 116,303 1,135.26
VELLA, ANTHONY C. .....ccceee. AIR TRAFFIC CONTROL SPEC (T) .. 129,524 4,997.52
VERONICO, JAMES N. ... AIR TRAFFIC CONTROL SPEC (T) .. 130,011 6,435.94
WALSH, STEPHEN G. .... AIR TRAFFIC CONTROL SPEC ... 88,474 1,151.52
WAWRZYNSKI, DAVID B. .. | AIR TRAFFIC CONTROL SPEC (T) 125,928 1,324.98
WAZOWICZ, PAUL J. ....ovvvveene. AIR TRAFFIC CONTROL SPEC (T) .. 130,011 5,976.23
WHEELER, DAVID A. . AIR TRAFFIC CONTROL SPEC (T) .. 127,941 2,497.68
WHITE, LARRY D. ..... AIR TRAFFIC CONTROL SPEC (T) .. 92,617 1,205.52
WHITMAN, STEPHEN S. .. | AIR TRAFFIC CONTROL SPEC (C) .. 137,237 4,140.18
WIEGMANN, DARRYL L. .......... AIR TRAFFIC CONTROL SPEC (T) .. 143,599 1,380.24
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WILLENBRINK, WAYNE C. ....... | AIR TRAFFIC CONTROL SPEC (T) 93,531 3,347.52
WILLETT, ANTHONY J. ........... PROGRAM MANAGER 127,000 6,466.41

130,000 19,276.80
WILLIAMS, CLIFFORD J. .......... AIRWAY TRANSPORTATION SYS SPEC .......... Hoen, 61,335 3,310.00
61,337 1,324.00
63,226 4,279.41
WILLIAMS, HAROLD F., Il ...... AIRWAY TRANSPORTATION SYS SPEC .......... Hoen, 78,657 4,245.00
78,660 1,698.00
81,770 5,533.65
WISHOWSKI, DONALD A. ........ AIR TRAFFIC CONTROL SPEC (C) ...ooovvvvereee | LH 140,842 5,981.04
WITTMAN, MARK A. .. .. | AIR TRAFFIC CONTROL SPEC ......cccoovvremererne | JH s 122,080 2,101.50
WOLVIN, MICHAEL S. AIR TRAFFIC CONTROL SPEC (T) 100,334 1,958.76
WYNKOOP, DOUGLAS J. AIR TRAFFIC CONTROL SPEC (T) ..oooovevveeees | LH 123,598 2,109.60
ZAROBA, PAUL B. ... AIR TRAFFIC CONTROL SPEC (T) ..o | LH 129,524 3,094.98
Fiscal Year 2008 Total ... | woooeeerereennrerereineressessiseessseessssssessssssnes | eoveeesinee | eoneeessenesienns 719,405.04
Fiscal Year 2009:
ALLEGRINI, KEVIN J. AIR TRAFFIC CONTROL SPEC . 68,424 3,583.68
ALLSOP, KEVIN L. ... .. | AIR TRAFFIC CONTROL SPEC (T) .. FH ... 93,531 6,121.74
ANDERSON, THEODORE H. ..... SUPV AIR TRAFFIC CONTROL SPEC (C) ....... U ... 148,960 3,220.56
155,663 21,165.10
ANGLE, THEODORE W. . AIR TRAFFIC CONTROL SPEC (T) .. H ... 133,122 466.92
AUSTIN, THOMAS P. ..... AIR TRAFFIC CONTROL SPEC (C) .. 133,625 20,337.73
135,772 464.75
BACILE, MICHAEL J. . AIR TRAFFIC CONTROL SPEC 120,165 16,858.32
BAHLER, GARY C. AIR TRAFFIC CONTROL SPEC (T) ...ooovvvveees | LH 126,402 19,792.56
BALL, RANDALL R. AIR TRAFFIC CONTROL SPEC (T) ...oooovvvveeees | LH 140,319 22,292.10
BARBIERI, JOHN R AIR TRAFFIC CONTROL SPEC ......ccccovvvvrrneen | KH 120,165 16,858.32
BEADLE, MARK R. AIR TRAFFIC CONTROL SPEC (T) 91,568 4,099.62
BERRA, PATRICK M. AIR TRAFFIC CONTROL SPEC (T) ...ooovovveeeee | FH 90,802 10,068.36
BIGGERS, JACK H. ... AIR TRAFFIC CONTROL SPEC ... 120,165 18,441.12
BINNER, ROGER A. AIR TRAFFIC CONTROL SPEC ....ccoovversvrernee | LH 140,319 993.24
BLACK, NELSON K. AIR TRAFFIC CONTROL SPEC (T) ...ccoevvveereee | FH e 74,705 12,682.62
BLAIS, MICHAEL J. AR TRAFFIC CONTROL SPEC (T) ..ccoevvvereee | LH e 126,400 17,506.86
BLINK, CHARLES L. . AIR TRAFFIC CONTROL SPEC (T) 92,235 6,636.84
BLITTERSDORF, JEFFR AIR TRAFFIC CONTROL SPEC ... 83,814 13,683.72
BOELTER, TIMOTHY T. . AIR TRAFFIC CONTROL SPEC (C) ...ooovvvvrereee | LH 126,402 19,792.57
BONE, MICHAEL D. .. AIR TRAFFIC CONTROL SPEC (T) .. . 129,524 20,897.58
BORO, THOMAS R. ... MANAGER, LABOR & EMPLOYEE REL 109,000 7,351.20
BRACH. 110,800 23,917.20
BOWE, JOHN R. ... AIR TRAFFIC CONTROL SPEC (C) .. H ... 126,402 19,335.42
BOYLE, DANIEL P. AIR TRAFFIC CONTROL SPEC (T) 129,524 19,642.56
BRANNIGAN, TIMOTHY W. AIR TRAFFIC CONTROL SPEC ... 67,342 3,527.04
BROKER, BARBARA A. . AIR TRAFFIC CONTROL SPEC (T) 119,178 19,088.10
BROMLEY, DANA L. .. AIR TRAFFIC CONTROL SPEC ... 79,154 4,663.44
BRYAN, JEFFREY L AIR TRAFFIC CONTROL SPEC ... 104,966 5,154.30
BURTON, CARL JR ... SUPV AIR TRAFFIC CONTROL SPEC ... 141,029 3,220.56
147,375 3,310.30
BURZYCH, CRAIG A. AIR TRAFFIC CONTROL SPEC (T) ...oovvevrrrneee H ... 126,402 22,987.74
BUSSE, JUDITH A. ... SUPV AIR TRAFFIC CONTROL SPEC (T) ....... [ 140,908 3,220.56
147,248 20,319.36
BYRNE, JOHN J. .o SUPV AIR TRAFFIC CONTROL SPEC (C) ....... U, 142,230 3,220.56
148,630 18,749.30
BYTHEWAY, DAVID L. ............. AIR TRAFFIC CONTROL SPEC (T) .. 104,010 15,799.32
CARGIULO, LUIS P., JR HUMAN RESOURCES SPECIALIST .. 84,626 5,836.80
CARMICHAEL, DAVID L. AIR TRAFFIC CONTROL SPEC (C) 133,122 20,761.38
CARVER, STEVENT. . SUPV COMPUTER SPEC ... 115,015 7,945.20
CATOE, RALPH D. AIR TRAFFIC CONTROL SPE 102,216 15,686.34
CERAMI, JOSEPH S. . AIR TRAFFIC CONTROL SPEC (C) .. 130,011 20,346.93
CHAMBERLIN, MARK J. .. | AIR TRAFFIC CONTROL SPEC (T) .. 86,141 2,256.00
CHIASSON, MICHAEL P. ......... SUPV AIR TRAFFIC CONTROL SPEC ... [ 118,893 3,502.44
CLAYTON, ROBERT J. ............. SUPV HUMAN RESOURCES SPECIALIST ....... Q- 130,000 10,542.00
132,200 18,715.20
CLEAVER, MICHAEL D. ........... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 141,030 3,212.16
147,376 18,650.94
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COLFER, STEVEN L. ...... AIR TRAFFIC CONTROL SPEC (C) LH ... 133,625 18,459.37
CONTRERAS, CARLOS AIR TRAFFIC CONTROL SPEC (C) .. H ... 115,783 18,544.14
COPPA, MICHAEL F. . AIR TRAFFIC CONTROL SPEC (T) ...... .| HH . 102,216 14,824.80
DOBRINICH, DAVID A. SUPV AIR TRAFFIC CONTROL SPEC (T) ....... U ... 148,893 3,220.56

155,593 17,292.12
DOEGE, BLANE S. ......... AIR TRAFFIC CONTROL SPEC LH ... 125,928 20,766.60
DRESSLER, ROBERT K. . AIR TRAFFIC CONTROL SPEC (T) .. LH ... 122,788 17,450.46
DRISCOLL, CHARLES F. .| AIR TRAFFIC CONTROL SPEC (C) .. H ... 126,402 18,878.28
DUNPHY, DANIEL P. ......cccoouue. AIR TRAFFIC CONTROL SPEC (T) H ... 110,732 18,817.68
DUTTON, RANDELL L. .... AIR TRAFFIC CONTROL SPEC ......ovvverrrerrnee H o 114,201 4,111.80
DYER, STANLEY J. ........ SUPV AIR TRAFFIC CONTROL SPEC (T) ....... U 144,045 3,465.42
150,527 19,157.28
EWING, MICHAEL L. ...... AIR TRAFFIC CONTROL SPEC (T) LH ... 133,122 21,616.32
FRAWLEY, EDWARD J. ... SUPV AIR TRAFFIC CONTROL SPEC .. U ... 162,344 3,465.42
166,959 21,618.78
FREDRICKSON, THOMAS E. .... | AIR TRAFFIC CONTROL SPEC (T) KH ... 128,892 20,628.72
FUNKHOUSER, BRADLEY C. ... | AIR TRAFFIC CONTROL SPEC (C) .. JH ... 120,954 18,961.92
GALASSINI, DEBRA A. ... AIR TRAFFIC CONTROL SPEC (T) .. H ... 122,788 19,665.85
GIBBS, BRENDA E. .. AIR TRAFFIC CONTROL SPEC KH ....... 120,165 20,005.20
GIBSON, VENTRIS C. ..... ASST ADMIN FOR HUMAN RESOURCE | 01 ...... 159,544 6,930.84
MGMT. 164,011 9,159.48
GISH, EDMUND C. ...ovvvvevrnvees SUPV AIR TRAFFIC CONTROL SPEC (T) ....... U ... 164,168 3,220.56
166,959 21,165.09
GOODNOUGH, DAVID W. ......... AIR TRAFFIC CONTROL SPEC (T) 90,802 15,297.96
GOSS, NORBERT L., JR . AIR TRAFFIC CONTROL SPEC (T) . 74,501 4,876.50
GRATYS, JOHN G. . SUPV AIR TRAFFIC CONTROL SPEC (C) U ... 140,908 3,220.56
147,248 18,749.30
GREEN, JEFFREY S. . AIR TRAFFIC CONTROL SPECIALIST (T) ........ EH ... 65,107 4,261.14
GRIEST, DIANE L. ..... SUPV AIR TRAFFIC CONTROL SPEC ............. U 159,567 920.16
166,747 8,985.10
GRIFFIN, CHARLES W. ... AIR TRAFFIC CONTROL SPEC (T) H ... 118,733 20,563.98
GRIMM, CYNTHIA J. . AIR TRAFFIC CONTROL SPEC (T) .. H ... 121,658 17,285.04
GROENE-BRASS, LISA AIR TRAFFIC CONTROL SPEC (T) .. HH .. 92,617 13,605.30
GROFF, BRYAN W. ... AIR TRAFFIC CONTROL SPEC (C) .. H ... 133,122 24,295.19
HABER, SELIM ..... GENERAL ENGINEER ................ Q- 132,200 4,539.36
HALL, MICHAEL A. ... .| AIR TRAFFIC CONTROL SPEC (T) .. LH ... 133,122 22,599.24
HARDIMAN, MATTHEW J. ........ AIR TRAFFIC CONTROL SPEC GH .. 67,342 3,527.04
HASENPFLUG, JEFFREY D. ..... AIR TRAFFIC CONTROL SPEC ... JH .. 129,058 20,105.28
HAYNES, DARRYL A. ..... .| AIR TRAFFIC CONTROL SPEC ... JH ... 130,974 5,014.02
HEINTZ, ROBERT B. . AIR TRAFFIC CONTROL SPEC ... GH .. 68,970 3,612.48
HOFFMAN, ROBERTA . AIR TRAFFIC CONTROL SPEC (T) .. LH ... 130,011 19,417.08
HOLDGATE, FREDERICK I. . AIR TRAFFIC CONTROL SPEC ... GH . 85,520 4479.36
HOLLAND, JEFFERY K. AIR TRAFFIC CONTROL SPEC ... H ... 104,966 4,467.06
HORNER, WILLIAM T. AIR TRAFFIC CONTROL SPEC (T) .. KH ... 125,405 17,593.33
HOTRUM, GLENN M. AIR TRAFFIC CONTROL SPEC (T) ...... | LH 115,133 21,978.01
HOUSE, MARK S. ..... DIR FIN ANALYSIS & PROCESS REENGI- | 02 ....... 148,469 6,930.84
NEER. 152,626 8,141.76
HURLEY, WILLIAM J., R ........ AIR TRAFFIC CONTROL SPEC (T) .vveoevveennee HH .. 90,042 13,817.04
HYLAND, JOHN L. ..... AIR TRAFFIC CONTROL SPEC (C) | JH 117,682 18,065.64
IMUNDO, RICO F. ..... SUPV  TRAFFIC MANGEMENT COORDINA- | JJ ....... 124,448 8,698.20
TOR.
JEANES, JOSEPH A. .. AIR TRAFFIC CONTROL SPEC (T) H .. 116,303 15,551.70
JONES, MELVIN B. ... AIR TRAFFIC CONTROL SPEC (T) LH ... 129,524 19,553.16
JUBA, EUGENE .......coooveneene. SR VICE PRESIDENT FOR FINANCE .............. 0l ... 168,200 6,930.84
171,100 8,141.76
KELLY, THOMAS C. ....... SUPV AIR TRAFFIC CONTROL SPEC .. U 164,740 8,740.19
KEYES, ROBERT C. .. AIR TRAFFIC CONTROL SPEC (T) | LH 130,011 20,340.76
KHATCHERIAN, PAUL SUPV AIR TRAFFIC CONTROL SPEC (C) ....... [ 142,230 3,220.56
148,630 19,235.03
K0OS, MARK AIR TRAFFIC CONTROL SPEC (C) .. H ... 135,543 23,631.42
KRAKOWSKI, HENRY P. . CHIEF OPERATING OFFICER ..... 1A ... 211,000 25,762.24
KUHN, GEORGE W. ... AIR TRAFFIC CONTROL SPEC (C) .. LH ... 111,843 17,512.20
KUZANEK, DWIGHT M. ... AIR TRAFFIC CONTROL SPEC (T) ...... | LH 122,788 6,558.36
SUPV AIR TRAFFIC CONTROL SPECIALIST .... | LH ....... 122,788 11,780.10
LADNIER, DARRYL A. ... AIR TRAFFIC CONTROL SPEC ............ KH ....... 113,300 18,876.12
LAMBERT, DAWN E. ...... SUPV AIR TRAFFIC CONTROL SPEC .. U ... 132,494 2,344.50
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LANGSTON, MILES H., JR ....... AIR TRAFFIC CONTROL SPEC (T) KH ... 125,405 19,245.24
LASH, WILLIAM C. ... .| AIR TRAFFIC CONTROL SPEC (C) .. LH ... 125,928 23,062.80
LAWRENCE, TONY H. AIR TRAFFIC CONTROL SPEC (T) .. H ... 125,928 22,082.58
LESTER, CRAIG S. AIR TRAFFIC CONTROL SPEC (T) .. FH ... 90,802 2,972.40
LEWIS, KEITH C. .. AIR TRAFFIC CONTROL SPEC (T) LH ... 118,733 20,142.60
LEWIS, TIMOTHY R. AIR TRAFFIC CONTROL SPEC ... KH ... 123,598 6,068.70
LICON, RUBEN ..... AIR TRAFFIC CONTROL SPEC ... H ... 129,524 23,162.28
LIGNELLI, ROBERT J. AIR TRAFFIC CONTROL SPEC (T) .. | LH 133,122 19,633.32
LIZZ10, MICHAEL J. ....... SUPV AIR TRAFFIC CONTROL SPEC (C) ....... [ 131,855 3,220.07
LOVETT, STEVEN B. .......cc...... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 144,556 3,292.38

151,061 16,390.45
MANCHESTER, RICHARD D. ... | AIR TRAFFIC CONTROL SPEC GH .. 68,424 3,583.68
MARKS, ROBERT L. ....... AIR TRAFFIC CONTROL SPEC (T) .. H ... 122,329 18,550.38
MATHEIS, ULRICH R. AIR TRAFFIC CONTROL SPEC (C) | LH 133,625 19,398.55
MAURICE, LOURDES Q. . CHIEF SCIENTIFIC & TECHNICAL ADVISOR .. | 03 ....... 138,516 4,493.44
142,394 7,391.12
MCCARTNEY, WILLIAM A. ....... AIR TRAFFIC CONTROL SPEC (T) 129,524 23,162.28
MCCONAHAY, KENNETH C. .... | AIR TRAFFIC CONTROL SPEC (T) .. 133,122 21,228.84
MCCORMICK, MICHAEL J. ...... AIR TRAFFIC CONTROL SPEC (T) .. 129,524 22,432.56
MCKEE, DAVID C. ... AIR TRAFFIC CONTROL SPEC (T) .. 122,329 22,435.92
MICHAEL, GLENN W. CAST OUTREACH PROGRAM MGR . 132,200 9,951.36
MIETH, DOUGLAS R. AIR TRAFFIC CONTROL SPEC (C) .. 133,625 20,337.73
MINER, MATHEW M. . AIR TRAFFIC CONTROL SPEC (T) 133,122 23,055.72
MINIACE, JOSEPH N. ..... DEP ASST ADM STRATEGIC LABOR MGT | 02 ... 149,430 9,241.12
FREL. 153,614 9,498.72
MISNER, JOHN E. ....cccovvvrnneee AIR TRAFFIC CONTROL SPEC (C) ...cvvvurrrneee H ... 126,402 21,163.99
MOFFAT, JAY AIR TRAFFIC CONTROL SPEC (T) H ... 122,788 20,114.46
MOLLICA, ANTHONY J. AIR TRAFFIC CONTROL SPEC (T) .. HH . 92,235 1,992.96
MOORE, DIANNA H. .. MANAGEMENT AND PROGRAM ANA .. |, 63,698 7,525.44
MOORE, GEORGE E. . AIR TRAFFIC CONTROL SPEC ........ 129,524 23,162.28
MORALES, DAVID A. . AIR TRAFFIC CONTROL SPEC (T) .. 70,600 10,603.92
MORRISON, ROBERT M. SUP ATCS (C/T-) ....... 130,000 5,640.00
NASH, CHARLES F. .. AIR TRAFFIC CONTROL . 83,814 13,374.99
NELSON, BARRY J. ... AIR TRAFFIC CONTROL SPEC (T) .. 76,950 13,889.89
NELSON, MATTHEW F. AIR TRAFFIC CONTROL SPEC (T) .. 114,418 5,243.28
NEMCEK, RICHARD M. .. .| AIR TRAFFIC CONTROL SPEC (C) .. H ... 126,402 19,792.56
NICHOLAS, ROBERT M. .......... AIR TRAFFIC CONTROL SPEC (C) H ... 133,625 19,398.55
OSEKOWSKI, CRAIG P. ........... SUPV AIR TRAFFIC CONTROL SPEC ............. Ko 146,480 3,336.48
153,072 18,142.81
OTERO, CARLOS V. ....... SUPV AIR TRAFFIC CONTROL SPEC .. G .. 95,385 4,995.84
PALLONE, MARK A. .. AIR TRAFFIC CONTROL SPEC (T) .. LH ... 125,928 21,643.92
PARMAN, DENNIS J. . .| AIR TRAFFIC CONTROL SPEC (T) ...... | LH 129,524 21,546.42
PASSIALES, JAMES J. ............ SUPV AIR TRAFFIC CONTROL SPEC (C) ....... U 127,548 3,161.34
133,287 18,748.44
PATT, LAWRENCE K. AIR TRAFFIC CONTROL SPEC (T) ..vveoivveennee LH ... 129,524 18,717.90
PETRE, PHILIP J. ...... SUPV AIR TRAFFIC CONTROL SPEC (T) ....... K ... 127,159 2,896.32
132,881 870.00
PRATT, THOMAS J. ... SUPV AVIATION SAFETY INSPECTOR ............ Koot 130,000 3,728.56
PUGH, DENNIS W. AIR TRAFFIC CONTROL SPEC (T) ...... .| GH 83,814 12,414.60
PUNWANI, RAMESH . ASST ADMIN FOR FINANCIAL SERVICES ... 0l ... 168,200 11,551.40
171,100 16,962.00
QUINN, GLENN P. .......... AIR TRAFFIC CONTROL SPEC (T) .. KH ...... 127,032 23,860.08
RABINOWITZ, BRIAN R. . AIR TRAFFIC CONTROL SPEC 49,145 2,402.18
RAWLINGS, KEVIN S. AIR TRAFFIC CONTROL SPEC 94,798 16,090.15
RAY, MARK A. .......... AIR TRAFFIC CONTROL SPEC (C) ...cccooveveneen | LH e 137,237 20,343.60
REGRUTO, SANDRA G AIR TRAFFIC CONTROL SPEC (T) ..ocoovvvveereee | FH 81,884 12,531.12
REINERT, KURT A. ... AIR TRAFFIC CONTROL SPEC (T) ..vvovrvvereee | FH 84,643 14,089.09
RHEA, RODNEY R. ... AIR TRAFFIC CONTROL SPEC ........ .| GH 83,814 14,232.48
RITMAN, ALLISON W. ............. MANAGING DIR OF FINC RPTNG & CON- | 02 ....... 135,933 755.92
TROLS.
RITMILLER, JOHN M. ..... AIR TRAFFIC CONTROL SPEC (C) .. H ... 129,524 1,833.60
RIXEY, WILLIAM S. ........ AIR TRAFFIC CONTROL SPEC GC ... 33,700 147.12
GG .. 44,500 1,748.16
AIR TRAFFIC CONTROL SPEC (T) .. GC ... 33,700 147.12
AIR TRAFFIC CONTROL SPECIALIST . GG .. 44,500 194.24
ROESKE, DAVID W. ....cccevuvnneee AIR TRAFFIC CONTROL SPEC (C) LH ... 126,402 19,792.56
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ROY, KIM A. ... AIR TRAFFIC CONTROL SPEC (T) .. 127,032 23,860.09
RUBIN, BARRY E. AIR TRAFFIC CONTROL SPEC (C) .. 104,612 4451.46
RUIZ, DAVID R. ... AIR TRAFFIC CONTROL SPEC (T) 129,524 18,502.42
SACKETT, GREGORY A. SUPV AIR TRAFFIC CONTROL S ... 154,712 17,815.20
160,900 508.86
SUPV AIR TRAFFIC CONTROL SPEC 148,050 3,372.18
160,900 2,544.30
SANOCKI, MICHAEL H. . AIR TRAFFIC CONTROL SPEC (T) .. 130,011 18,460.14
SCAVILLA, JASON R. AIR TRAFFIC CONTROL SPEC ( . 49,373 2,586.24
SCOTT, ROBERT E. ...ccovvvenee AIR TRAFFIC CONTROL SPEC (C) .. 109,000 2,701.44
110,800 16,128.96
SEACAT, GARY D. AIR TRAFFIC CONTROL SPEC (T) .. 92,617 16,041.54
SECIA, PAULA E. . AVIATION ASSISTANT 35,687 1,869.12
SICKLES, STEPHAN J. AIR TRAFFIC CONTROL SPEC (T) .. 133,122 19,797.72
SLOSEK, CARRIE A. . AIR TRAFFIC CONTROL SPEC 67,342 3,527.04
SMITH, TERRY R. ..... .. | AIR TRAFFIC CONTROL SPEC (T) 122,329 22,840.98
SNYDER, FREDERICK J., JR ... | AIR TRAFFIC CONTROL SPEC (C) 125,568 23,647.86
SNYDER, THOMAS G. ............. AIR TRAFFIC CONTROL SPEC ... 83,814 14,234.16
STANKOWICZ, JOSEPH M. ...... | AIR TRAFFIC CONTROL SPEC (C) .. 133,625 20,337.74
STAROS, JOHN D. ..o SUPV AIR TRAFFIC CONTROL SPEC 128,572 3,186.54
134,357 18,898.92
STEINBERG, FREDERICK W. ... | AIR TRAFFIC CONTROL SPEC (T) .. GH 84,550 14,271.84
STEINWEDEL, ROBERT P. ....... AIR TRAFFIC CONTROL SPEC 120,165 18,441.12
STRONG, ROBERT L. AIR TRAFFIC CONTROL SPEC ......coovvvrvvreraee | JH 125,568 22,650.24
STYER, MICHAEL J. .. AIR TRAFFIC CONTROL SPEC ......cooovvcrevrrnee | LH 129,524 10,254.72
SUTPHEN, SCOTT S. . AIR TRAFFIC CONTROL SPEC (T) 89,675 3,815.76
SWITCH, JAY M. .. AIR TRAFFIC CONTROL SPEC ... 120,165 20,400.90
TIGHE, GRACE . AIR TRAFFIC CONTROL SPEC (T) .. 93,531 13,122.96
TOOREN, JUERG SUPV FOREIGN AFFAIRS SPECIALIST . 150,327 10,828.48
TOPHAM, PATRICK M. SUPV AIR TRAFFIC CONTROL SPEC 98,746 5,171.52
TOTH, DANIEL A. ...... .. | AIR TRAFFIC CONTROL SPEC (C) .. 126,402 20,249.70
VANDERWEEL, PETER J. ......... AIR TRAFFIC CONTROL SPEC (T) .. 116,303 18,615.54
VELLA, ANTHONY C. ..... AIR TRAFFIC CONTROL SPEC (T) .. 129,524 18,712.56
VERONICO, JAMES N. AIR TRAFFIC CONTROL SPEC (T) 130,011 17,982.62
WACHTER, MARK V. . AIR TRAFFIC CONTROL SPEC ... 48,100 2,519.04
WALSH, STEPHEN G. AIR TRAFFIC CONTROL SPEC ... 88,474 15,028.93
WAWRZYNSKI, DAVID B. AIR TRAFFIC CONTROL SPEC (T) 125,928 21,808.38
WAZOWICZ, PAUL J. . AIR TRAFFIC CONTROL SPEC (T) .. 130,011 18,003.53
WEBER, GLENN M. AIR TRAFFIC CONTROL SPEC (T) .. 83,814 1,097.52
WHEELER, DAVID A. . AIR TRAFFIC CONTROL SPEC (T) .. 127,941 20,052.10
WHITE, LARRY D. ..... AIR TRAFFIC CONTROL SPEC (T) .. 92,617 14,823.42
WHITMAN, STEPHEN S. .......... AIR TRAFFIC CONTROL SPEC (C) .. 137,237 20,343.60
WIEGMANN, DARRYL L. AIR TRAFFIC CONTROL SPEC (T) 143,599 23,899.93
WILKS, RANDY O. ......... AIR TRAFFIC CONTROL SPEC ... 123,598 2,427.48
WILLENBRINK, WAYNE C. ....... | AIR TRAFFIC CONTROL SPEC (T) 93,531 13,119.24
WILLETT, ANTHONY J. ........... PROGRAM MANAGER ..... 130,000 6,746.88
132,200 14,972.11
WILLIAMS, CLIFFORD J. .......... AIRWAY TRANSPORTATION SYS SPEC .......... Ho 63,226 1,728.23
65,692 5,160.98
WILLIAMS, HAROLD F., III ...... AIRWAY TRANSPORTATION SYS SPEC .......... Hoen, 81,770 2,234.75
85,646 6,729.16
WISHOWSKI, DONALD A. ........ AIR TRAFFIC CONTROL SPEC (C) ...oooovveeeee | LH 140,842 18,042.66
WITTMAN, MARK A. .. AIR TRAFFIC CONTROL SPEC ......cccovvvveenen | JH 122,080 19,881.80
WOLVIN, MICHAEL S. ... AIR TRAFFIC CONTROL SPEC (T) .. 100,334 15,397.08
WYNKOOP, DOUGLAS J. AIR TRAFFIC CONTROL SPEC (T) ...oooovevveeees | LH 123,598 19,951.20
ZAROBA, PAUL B. ........ AIR TRAFFIC CONTROL SPEC (T) ...ovoovvvvrees | LH 129,524 20,004.30
Fiscal Year 2009 Total ..... | oo | e | covneisseisnsiinnns 2,998,201.46
Fiscal Year 2010:
ALLEGRINI, KEVIN J. ..ooovvvene. AIR TRAFFIC CONTROL SPEC ......ovvvverrrerrnee GH 68,424 2,090.48
70,477 2,467.20
ALLSOP, KEVIN L. ... AIR TRAFFIC CONTROL SPEC (T) ...oooovvvvereee | FH 93,531 10,408.26
BINNER, ROGER A. .. AIR TRAFFIC CONTROL SPEC .....coovvvrvvreraee | LH 140,319 3,476.34
145,974 4,132.80
BLACK, NELSON K. ........c....... AIR TRAFFIC CONTROL SPEC (T) ..oovvvvernee FH ... 74,705 1,711.92
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77,715 2,040.48
BLINK, CHARLES L. .......c........ AIR TRAFFIC CONTROL SPEC (T) .. HH .. 92,235 9,041.74
BLITTERSDORF, JEFFREY E. ... | AIR TRAFFIC CONTROL SPEC GH 83,814 1,920.66
87,191 2,289.12
BORO, THOMAS R. ....ccoorrrnnee HUMAN RESOURCES SPECIALIST (ER/LR) ... [ J coveeeeee 110,800 7,552.80
114,100 10,435.21
MANAGER, LABOR & EMPLOYEE REL |J ... 110,800 1,258.80

BRACH.
BRANNIGAN, TIMOTHY W. ...... AIR TRAFFIC CONTROL SPEC ... GH . 67,342 2,057.44
69,362 2,428.16
BROMLEY, DANA L. ....cccccvvnneee AIR TRAFFIC CONTROL SPEC .....ovvveerrreernne GH 79,154 1,813.56
82,344 9,179.40
BRYAN, JEFFREY L. ...ccoovvrnnnee AIR TRAFFIC CONTROL SPEC ......cccvvvvrrrrneee H ... 104,966 2,405.34
109,196 11,143.44
CARGIULO, LUIS P, JR .......... HUMAN RESOURCES SPECIALIST [ 84,626 6,809.60
86,742 8,024.00
CERAMI, JOSEPH S. ...... AIR TRAFFIC CONTROL SPEC (C) LH ... 130,011 464.62
CHAMBERLIN, MARK J. . AIR TRAFFIC CONTROL SPEC (T) GH 86,141 1,974.00
89,612 2,352.96
CHIASSON, MICHAEL P. ......... SUPV AIR TRAFFIC CONTROL SPEC ............. [V 118,893 2,724.12
121,865 3,199.68
CLEAVER, MICHAEL D. ........... SUPV AIR TRAFFIC CONTROL SPEC ............. K ... 147,376 3,376.80
151,944 3,989.28
CONDLEY, GARY R. ....... FAA ACADEMY SUPERINTENDENT 02 ... 146,505 8,014.00
DUTTON, RANDELL L. .... AIR TRAFFIC CONTROL SPEC H ... 114,201 2,616.60
118,803 12,967.44
FLEMMING, JOHNNIE M. ......... DIRECTOR OF HUMAN RESOURCES ............. Q- 132,200 2,884.80
136,200 11,920.00
FRAWLEY, EDWARD J. ............ SUPV AIR TRAFFIC CONTROL SPEC ............. U 166,959 3,562.02
171,133 4,132.80
GIBBS, BRENDAE. ....... AIR TRAFFIC CONTROL SPEC ... KH ....... 120,165 2,753.52
125,008 3,282.24
GOSS, NORBERT L., JR .......... AIR TRAFFIC CONTROL SPEC (T) ..ccovvvrrrneee GH ... 74,501 8,291.10
GREEN, JEFFREY S. . AIR TRAFFIC CONTROL SPECIALIST (T) ........ | EH ....... 65,107 178.49
GRIEST, DIANE L. . SUPV AIR TRAFFIC CONTROL SPEC .. U ... 166,747 15,580.07
GROFF, BRYAN W. ... AIR TRAFFIC CONTROL SPEC (C) LH ... 133,122 3,297.84
138,487 3,956.64
HABER, SELIM ......cccosvrrirnnes GENERAL ENGINEER [~ 132,200 2,269.68
HARDIMAN, MATTHEW J. ........ AIR TRAFFIC CONTROL SPEC ... GH 67,342 2,057.44
69,362 2,428.16
HAYNES, DARRYL A. .....cccco.ec. AIR TRAFFIC CONTROL SPEC ......ccoovvvrrrrneee JH ... 130,974 3,190.74
136,252 3,817.44
HEINTZ, ROBERT B. ......cccone.. AIR TRAFFIC CONTROL SPEC .......ovvvvrcrrernee GH . 68,970 2,107.28
71,039 2,487.04
HOLDGATE, FREDERICK I. ...... AIR TRAFFIC CONTROL SPEC .....ovveeerrreernne GH 85,520 2,612.96
88,086 3,083.52
HOLLAND, JEFFERY K. ............ AIR TRAFFIC CONTROL SPEC ......ccoovvvvrrrrneee H ... 104,966 2,405.34
109,196 11,889.73
IMUNDO, RICO F. ..o SUPV TRAFFIC MANGEMENT COORDINA- | JJ ........ 124,448 15,107.41

TOR.

JEANES, JOSEPH A. ......occveene. AIR TRAFFIC CONTROL SPEC (T) ..cvvvrcvvernee H o 116,303 761.40
JEFF-CARTIER, JOLAINA .| HUMAN RESOURCES SPECIALIST (LR) L) 87,349 2,071.29
KELLY, THOMAS C. ..ccovvvvenees SUPV AIR TRAFFIC CONTROL SPEC ............. U ... 164,740 920.02
K ... 164,740 14,260.30
KRAKOWSKI, HENRY P. . CHIEF OPERATING OFFICER 1A .. 211,000 15,007.52
LAMBERT, DAWN E. ...... SUPV AIR TRAFFIC CONTROL SPEC .. U 132,494 3,282.30
136,601 2,000.23
LESTER, CRAIG S. ....cccoviriennee AIR TRAFFIC CONTROL SPEC (T) ...oovvvvvennee FH ... 90,802 2,080.68
94,461 2,480.16
LEWIS, TIMOTHY R. ...ccovvvvenneee AIR TRAFFIC CONTROL SPEC .....covvveerrreennee KH .. 123,598 2,832.06
128,579 13,120.57
MANCHESTER, RICHARD D. ... | AIR TRAFFIC CONTROL SPEC ........cccorsuvvernee GH . 68,424 2,090.48
70,477 2,467.20
MCKEE, STEVEN W. . HUMAN RESOURCES SPECIALIST .. 93,300 9,156.00
MICHAEL, GLENN W. ..... CAST OUTREACH PROGRAM MGR 132,200 4,353.72
136,200 2,580.32
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MOORE, DIANNA H. .. MANAGEMENT AND PROGRAM ANA ... R 63,698 4,052.16
66,437 3,645.12

NELSON, MATTHEW F. ............ AIR TRAFFIC CONTROL SPEC (T) ..oveoevveennee JH ... 114,418 2,621.64
119,030 11,771.53

NICHOLAS, ROBERT M. .......... AR TRAFFIC CONTROL SPEC (C) ..coevvvvereee | LH e 133,625 464.75
OSEKOWSKI, CRAIG P. . SUPV AIR TRAFFIC CONTROL SPEC . 153,072 501.06
OTERO, CARLOS V. ...... SUPV AIR TRAFFIC CONTROL SPEC ... GJ . 95,385 2,914.24
98,342 3,442.56

PARDEE, JAY J. ............ DIR, OFF OF ACCIDENT INVEST & PREV ...... 02 ... 162,695 7,232.40
RABINOWITZ, BRIAN R. AIR TRAFFIC CONTROL SPEC ........covvvrrrrneee GH 49,145 1,257.39
52,469 915.53

H ... 68,496 338.00

RAWLINGS, KEVIN S. .............. AIR TRAFFIC CONTROL SPEC (T) ..ccovevrreneee HH .. 94,798 2,172.24
98,618 2,589.12

REINERT, KURT A. oo AIR TRAFFIC CONTROL SPEC (T) ..vvevrcveernee FH ... 84,643 1,939.56
88,054 2,312.16

RHEA, RODNEY R. ...ccoovvvunnee AIR TRAFFIC CONTROL SPEC .......ccoovvvrrrrneee GH ... 83,814 1,920.66
87,191 2,289.12

RITMILLER, JOHN M. .............. AIR TRAFFIC CONTROL SPEC (C) ...vvvvvveernee LH ... 129,524 3,208.80
134,744 3,849.60

RIXEY, WILLIAM S. ....cccovvvennee AIR TRAFFIC CONTROL SPECIALIST ............. GH 48,100 1,469.44
52,469 1,836.80

RUBIN, BARRY E. ..o AIR TRAFFIC CONTROL SPEC (C) ...vvvruverrnee H ... 104,612 2,396.94
108,828 11,134.56

SACKETT, GREGORY A. ......... SUPV AIR TRAFFIC CONTROL S ....cooovvvreenne K ... 154,712 3,545.22
161,365 4,132.80

SANOCKI, MICHAEL H. . AIR TRAFFIC CONTROL SPEC (T) .. LH ... 130,011 465.24
SCAVILLA, JASON R. AIR TRAFFIC CONTROL SPEC ( . 49,373 1,508.64
52,469 1,836.80

SCHMITT, RICHARD A. . SATCS, OPERATIONS SUPERVISOR 85,247 1,678.68
SECIA, PAULAE. .......... AVIATION ASSISTANT 35,687 1,090.32
36,793 1,288.32

SLOSEK, CARRIE A. ....cvvvvneee AIR TRAFFIC CONTROL SPEC ......cccvvrvrrrrneee GH 67,342 2,057.44
69,362 2,428.16

SNYDER, THOMAS G. ............. AIR TRAFFIC CONTROL SPEC .......ccovvvrrrneee GH 83,814 1,920.66
87,191 2,289.12

STANKOWICZ, JOSEPH M. ...... AIR TRAFFIC CONTROL SPEC (C) .. LH ... 133,625 464.75
STYER, MICHAEL J. .. .. | AIR TRAFFIC CONTROL SPEC ......ccccooeremereenee | LH 129,524 12,934.56
SUTPHEN, SCOTT S. . AIR TRAFFIC CONTROL SPEC (T) .. HH .. 89,675 2,054.64
93,289 10,156.92

SWITCH, JAY M. ..o AIR TRAFFIC CONTROL SPEC ......ovvveerrreernee KH ....... 120,165 2,753.52
125,008 3,282.24

TOOREN, JUERGEN G. .. SUPV FOREIGN AFFAIRS SPECIALIST . 150,327 3,989.44
TOPHAM, PATRICK M. .. SUPV AIR TRAFFIC CONTROL SPEC ... 98,746 3,016.72
101,807 3,118.64

VERONICO, JAMES N. ... AIR TRAFFIC CONTROL SPEC (T) .. LH ... 130,011 464.62
WACHTER, MARK V. AIR TRAFFIC CONTROL SPEC 48,100 1,469.44
49,543 1,734.40

WALSH, STEPHEN G. .............. AIR TRAFFIC CONTROL SPEC ......ovvvercreernee GH . 88,474 2,027.34
92,039 2,416.80

WAZOWICZ, PAUL J. . AIR TRAFFIC CONTROL SPEC (T) ...ooovevveeeee | LH 130,011 20.24
WEBER, GLENN M. ... AIR TRAFFIC CONTROL SPEC (T) .. 83,814 1,920.66
87,191 2,289.12

WICKS, EDWIN D. ...oovvevrenne HUMAN RESOURCES SPECIALIST . | 93,300 7,518.40
WIETHORN, MICHAEL R. ........ AIR TRAFFIC CONTROL SPEC 113,300 385.26
117,866 3,213.60

WILKS, RANDY 0. ..ooevvrevrrnnene AIR TRAFFIC CONTROL SPEC ........cevrverrrneee KH ....... 123,598 2,832.06
128,579 3,375.84

WILLIAMS, CLIFFORD J. .......... AIRWAY TRANSPORTATION SYS SPEC .......... Hoens 65,692 2,007.04
67,334 2,357.12

WILLIAMS, HAROLD F., IlI ...... AIRWAY TRANSPORTATION SYS SPEC .......... Hon. 85,646 2,616.88
87,787 3,073.28

Fiscal Year 2010 Total ..... 519,137.07
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Question. Other than FAA, do any other offices within DOT provide retention bo-
nuses? If so, under what circumstances and restrictions?

Answer. Yes. The following agencies have provided retention bonuses: FHWA,
NHTSA, FRA, PHMSA, SLSDC, OST, RITA, OIG, and STB.

The Department of Transportation follows the guidelines in DPM 575-1, Payment
of Recruitment and Relocation Bonuses and Retention Allowances. Retention incen-
tives are used to retain current employees with unique competencies that are crit-
ical to the Department’s mission. In most cases, retention incentives are used to
keep individuals who are eligible for and who have indicated they will be retiring.
However, they may also be used to retain staff with unique and very marketable
competencies who could otherwise earn a higher salary in the private sector.

Question. The budget includes $24 million and 100 positions to establish a new
Rail Transit Safety Oversight Program. This proposal follows on the heels of rail
transit accidents in Boston, Los Angeles, San Francisco, and Washington, DC and
supports the legislation the administration transmitted to Congress in December.

In the meantime, however, what can FTA do within its current authority to en-
sure transit systems are safe, without new legislation, be it through training, tech-
nical assistance or other efforts?

Answer. Even without authorization legislation in place, FTA could still take im-
portant steps to stand up its safety program if Congress provides the necessary
funds, including:

—Hiring new program staff (as opposed to field safety inspectors) with special ex-

pertise in areas of safety, engineering, and behavioral experts.

—Undertaking research and demonstration projects in the area of transit safety.

Moreover, FTA currently is taking steps to strengthen State Safety Oversight
Agencies (SSOAs). FTA provides stakeholder outreach (informational exchanges,
blesg practices, lessons learned, program guidance) through a variety of efforts, in-
cluding:

—Two State Safety Oversight workshops per year including one for SSOAs and

one for both SSOAs and Rail Transit Agencies.

—Two Safety & Security Roundtables per year co-sponsored by TSA and attended
by safety and security officials from the largest 50 transit agencies.

—FTA’s Safety and Security Web site, which contains resource documents, pro-
gram guidance, training course listings.

—“Dear Colleague” letters issued to industry stakeholders about best practices.

Question. Please explain the need for Federal regulation and oversight of rail
transit safety. What information does FTA have on the current performance of the
State Safety Oversight Agencies in overseeing safety on rail transit systems, includ-
ing their safety standards, level of oversight, and ability to enforce compliance?
What kind of enforcement actions would FTA be able to take?

Answer. Concerning the need for Federal regulation and oversight, FTA does not
have regulatory authority or the resources to oversee safety performance of transit
agencies. This responsibility currently resides at the State and local levels. Without
field verification audits, FTA cannot confirm that (1) rail transit agencies have
adopted the appropriate safety standards for track, vehicles, signals and train con-
trol, operating practices, and electrification systems and (2) that the adopted stand-
ards are being implemented. Nor do we have the authority to require States and
rail transit agencies to address critical safety issues, such as fatigue (hours of serv-
ice), medical qualification (to include sleep apnea and other sleep disorders), incor-
poration of automatic systems and technology into track inspection, and information
management systems to enhance communication between and across operating and
maintenance departments regarding the reporting and analysis of safety hazards
and concerns.

In December 2009, FTA transmitted to Congress authorization legislation that
would expand FTA’s responsibilities to help ensure the safety of the Nation’s transit
systems. The legislation would allow FTA to create an oversight program focused
on transit safety, with the ability to develop safety regulatory standards and with
increased enforcement authority. We urge Congress to take up this important legis-
lation as soon as possible.

Regarding State safety oversight (SSO) agencies, FTA obtains information on the
requirements, activities, and performance of the SSO agencies and the rail transit
agencies from several sources including:

—The SSO Initial Submission.—Made prior to entering the program. FTA uses
a checklist to review the initial submission and corresponds with the SSO agen-
cy until all open issues are resolved. At the current time, all 27 SSO agencies
have Program Standards that have passed the basic initial submission review
and approval process.
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—The SSO Annual Submission.—Made to FTA by March 15 of each year. This
report includes information on the personnel devoted to implementing the SSO
program, the training received that year by personnel, the use of contractors to
support the State’s SSO program, as well as the accidents that were inves-
tigated at the rail transit agency.

—SSO 3-Year Reviews.—Each State also submits any 3-year reviews completed at
the rail transit agencies in its jurisdiction. FTA uses this information to develop
its Rail Transit Safety Statistics Report and to track the level of effort expended
by each State to meet 49 CFR part 659 requirements. Three-year review reports
also provide valuable snapshots of the rail transit agencies and their activities
to implement their System Safety Program Plans.

—Periodic Submission.—FTA has the authority to collect information from the
State safety oversight agencies periodically to address special requests. Working
with the States, FTA collects information on specific rail transit agency issues
in response to publicly submitted complaints. For example, FTA has used this
authority to investigate complaints involving rail transit agencies in Atlanta,
Detroit and Memphis. In addition, FTA works with the States to get informa-
tion from rail transit agencies in special studies, such as on fatigue manage-
ment, track inspection, on-site reviews and audits, or managing safety in exten-
sions and major capital projects.

—Audit Program.—FTA audits each State no less than once every 3 years. As
part of the audit process, FTA requests an extensive list of materials that the
State collects from the rail transit agency, including the rail transit agency Sys-
tem Safety Program Plan, hazard tracking log, all accident investigations com-
pleted in the last year prior to the audit, all internal audit reports, and any
special studies or investigations performed by the rail transit agency or the
State. Each audit report provides an in-depth look at how each State is imple-
menting 49 CFR part 659. As appropriate, in certain cases, FTA can also make
determinations regarding how well the rail transit agency is performing specific
safety functions, such as internal auditing, hazard identification and analysis,
accident investigation and corrective action management. FTA does not, how-
ever, conduct independent inspections to verify that track, vehicles, and equip-
ment are being operated and maintained within specified standards. Nor does
FTA review or approve any standards adopted by the rail transit agency.

—National Transit Database.—FTA compares the accidents and safety informa-
tion being reported by the rail transit agencies to the Safety and Security Re-
porting Module of the national Transit Database with the information being re-
ported to the States to ensure that States are notified of the accidents they
should be notified of and that information is reported accurately to the NTD.

Collectively, information received from these sources provides FTA with a reason-
able picture regarding the level of staffing, expertise, training and activity being
performed to carry out safety functions in the States and the rail transit agencies.
Further, we have a strong analytic handle on the types and frequency of accidents
occurring in the rail transit industry, their causes and the typical actions being
taken to prevent recurrence. It is the information culled from these sources that has
contributed to the administration’s conclusion that the status quo is inadequate and
is in dire need of reform.

Question. FTA has requested $30 million in fiscal year 2011 for this new program.
What does FTA project this program will cost in subsequent years and how does
it plan to use these funds?

Answer. As you know, the fiscal year 2011 budget includes $30 million and 130
FTE to support policies and activities included in the administration’s transit safety
legislation, the “Public Transportation Safety Program Act of 2009” transmitted to
Congress on December 7, 2009. We believe these resources will enable FTA to insti-
tute an effective regulatory system for the rail transit industry. Looking ahead, we
will assess any potential additional resource requirements as part of the fiscal year
2012 budget.

Question. What is FTA doing to help the Washington Metropolitan Area Transit
Authority get back on track in terms of safety? Do you believe the Tri-State Over-
sight Committee as currently organized, can provide appropriate oversight of
WMATA?

Answer. FTA’s greatest contribution has been the audit we recently conducted in
December 2009 of both Tri-State Oversight Committee (TOC) and WMATA. This
audit enabled us to identify priority actions to support both agencies in strength-
ening their safety programs. TOC and WMATA recently submitted their initial
plans for addressing the audit findings and we believe positive steps are being taken
as a result of our action. Moving forward, FTA has planned quarterly meetings on-
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site with WMATA and TOC to review their progress in addressing and closing our
audit findings.

In terms of technical assistance, through the Transportation Safety Institute (T'SI)
FTA has provided safety training, including training on internal auditing and haz-
ard management on site at WMATA in late 2009. We are currently working with
WMATA to schedule additional training deliveries for their employees in the next
few months including the following courses.

—Instructors Course for Rail Trainers

—Current Trends in Transit Rail System Safety

—Transit System Security

—Effectively Managing Transit Emergencies

—Transit Rail Incident Investigation

—Transit Rail System Safety.

In June, FTA is bringing a new Track Inspection Refresher Training Workshop
to WMATA with three offerings. This 2-day workshop is designed to reinforce crit-
ical skills and safety practices of employees in WMATA’s track inspection program.

FTA has also participated with WMATA, TOC and the Federal Railroad Adminis-
tration (FRA) in supporting WMATA’s Roadway Worker Protection Working Group
to overhaul and improve WMATA’s existing rules and procedures for protecting
workers on the right of way.

In terms of funding, the Passenger Rail Improvement Act of 2008 authorized a
special appropriation for WMATA of $150 million per year. Congress appropriated
as much in fiscal year 2010 and FTA requested funding for fiscal year 2011. Under
this program, the Secretary will use his authority to approve grants to ensure that
available funds first address WMATA’s most critical safety needs. Maintenance and
repair needs are also addressed through formula grants funded from both the Ur-
banized Area and the Fixed Guideway Modernization programs. These grants are
in addition to the $150 million appropriation.

Regarding the Tri-State Oversight Committee’s oversight, we recognize that the
current three jurisdiction committee organization presents challenges to the TOC in
effectively carrying out its important safety oversight mission. It has suffered from
inadequate resources, lack of authority and lack of permanent technical staff.

The Obama administration’s Public Transportation Safety Act of 2009 that was
submitted to Congress this past December will address these and other short-
comings of the current SSO framework on a National basis.

As far as TOC’s current status, we appreciate that the Commonwealth of Virginia,
the State of Maryland, and the District of Columbia have come together to address
some of the challenges TOC confronts with its current legal and organizational
structure. In response to an FTA finding from the December audit, TOC jurisdic-
tions have created a TOC Executive Committee. This committee recently had its
first meeting, and took action with both the WMATA Interim General Manager and
the WMATA Board to request monthly safety reporting and to ensure that WMATA
follows its hazard reporting and accident notification thresholds. These are good
first steps.

In addition, Virginia Governor Bob McDonnell, Maryland Governor Martin
O’Malley and Washington, DC Mayor Adrian Fenty recently released a white paper
documenting their proposal for enhancing TOC’s existing authority and resources.
Phase 2 of this plan calls on the jurisdictions to create a distinct legal entity—the
Metro Safety Commission—that would have additional authorities beyond the exist-
ing program.

The best long term solution to the problems faced by TOC and the 26 other SSO
agencies around the Nation are for Congress to take prompt action on the Obama
administration’s safety reform proposal.

Question. In January, the Department announced it will now consider other im-
portant factors in addition to reduced commuting time when evaluating new transit
projects. Cutting commuting times is clearly important, but this change signals a
more holistic approach that considers the impact on congestion, the environment,
and local economies. All contribute to making the places we live and work more vi-
brant and sustainable.

When will the draft rule to be made public?

Answer. FTA published an Advance Notice of Proposed Rulemaking (ANPRM) in
the Federal Register on Thursday, June 3, 2010, asking for public comment on how
to change the way major transit project proposals seeking Federal funding are rated
and evaluated.

Question. How will this change affect the importance of cost effectiveness when
the Department considers future transit projects?

Answer. Cost-effectiveness will continue to be evaluated as one of the six statu-
tory project justification criteria, but will not be the only consideration in making
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funding recommendations. Through a rulemaking, FTA will develop measures for
better capturing the environmental, community and economic development benefits
provided by transit projects, including a revised cost effectiveness measure that will
recognize these benefits. This Advance Notice of Proposed Rulemaking (ANPRN)
will invite feedback on what benefits should be included in the evaluation process
and issues related to baseline alternatives, travel demand modeling, and New Starts
and Small Starts streamlining. The New Starts and Small Starts projects funded
in the fiscal year 2011 budget were selected using the current project rating criteria.
The earliest any revised rating criteria could be utilized would be for the fiscal year
2013 budget.

Question. What is the Department’s opinion on allowing transit agencies discre-
tion to use transit assistance funding for operating costs during these difficult eco-
nomic times?

Answer. Secretary LaHood has stated that DOT will work with Members of the
House and Senate this year to see if we can allow transit agencies more flexibility
to use a portion of their Federal funds to cover operating costs during these tough
economic times. However, he has also stated that this cannot be open-ended, and
that such assistance would be temporary, not the normal course of business.

Question. What is the estimated capital needs backlog of transit systems?

Answer. There is no one single estimate or a simple method to determine the cap-
ital backlog needs of the Nation’s transit systems. That said, we know that transit
agencies in general are facing significant funding shortfalls. For example, an April
2009 FTA report to Congress identified a $50 billion repair and replacement backlog
at the seven largest rail transit agencies in the country. Moreover, when you expand
the universe from the 7 largest rail operators to 690 separate rail and bus systems,
the estimated funding shortfall to bring the entire transit system in a state of good
repair grows from $50 billion to $78 billion.

FTA is proposing to merge its Bus and Bus Facilities and Fixed Guideway Mod-
ernization programs into a new $2.9 billion Bus and Rail State of Good Repair pro-
gram to better address the tens of billions of dollars in rail and bus transit assets
that are in marginal or poor condition. The funding request represents an 8 percent
increase above the equivalent 2010 appropriation, which is significantly more than
is proposed for most other FTA programs—all in a budget that increases funding
for the FTA by just 1 percent.

Question. Transit rail passenger cars purchased across the United States are rel-
atively unique. A few cars can be used on different systems, for example, Virginia
Railway Express (VRE) can use Chicago Metra commuter cars, but many others are
designed specifically for their systems’ infrastructure and preferences. This unique-
ness may increase the costs to procure transit rail cars as it results in smaller or-
de(li"s, sometimes limiting the economies of scale that could be obtained from larger
orders.

Has FTA considered supporting efforts to increase standardization in rail cars or
new systems, to help keep the cost of transit rail cars down? Why or why not? Might
this also have safety benefits?

Answer. FTA is supporting the efforts of the American Public Transportation As-
sociation (APTA) in developing consensus standards for the North American rolling
stock industry. APTA, as a Standards Development Organization (SDO), has devel-
oped standards for commuter rail cars, light rail vehicles, buses, and other rolling
stock funded in part by FTA. While FTA encourages the use of these standards by
our grantees we do not have regulatory authority to require their use.

FTA’s financial assistance has also enabled APTA to support development of rail
car crashworthiness standards by another SDO—the American Society of Mechan-
ical Engineers.

Conceivably standardization in rail cars and new systems, such as improved
crashworthiness standards and crash avoidance systems, will have safety benefits,
but there may be additional costs associated with achieving standardization, at least
initially.

FTA is statutorily prohibited from directly establishing transit vehicle standards.
As a result, FTA has been unable to implement recommendations from the National
Transportation Safety Board related to transit vehicle crashworthiness, event re-
corders and other vehicle safety features. As a result of this limited authority to im-
prove safety, Secretary LaHood delivered the Obama administration’s legislative
proposal entitled the Public Transportation Safety Act of 2009 to the Congress this
past December. We take this opportunity to urge Congress to take prompt action
on this proposal.

Question. Has FTA taken steps to support transit agencies’ efforts through joint
procurement, etc? If so, what are some examples of these steps?
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Answer. Yes, in addition to supporting the APTA standards development efforts,
FTA has conducted research into joint vehicle procurements and procurement incen-
tive systems for our section 5307 and 5311 Formula Grants. Specification standard-
ization and joint vehicle procurements have been promoted by FTA on a limited
basis with mixed results.

FTA recently completed a study for Congress that included an FTA concept for
a shared procurement for FTA funded rolling stock. See FTA’s Report to Congress
on the Results of the Cooperative Procurement Pilot Program at: http:/
www.fta.dot.gov/publications/publications 11548.html.

Based on the results of the five completed final projects, FTA found the following:

—The additional Federal share allowed in the pilot program did not sufficiently
induce greater use of pooled procurement;

—Savings from cooperative procurement are more likely to be realized by agencies
purchasing a small number of vehicles. Agencies already purchasing a signifi-
cant number of vehicles are less likely to achieve savings through additional
economies of scale; and

—Difficulties in forming consortiums, the administrative burden placed on lead
agencies and the reluctance of the other participating agencies to relinquish
control over the process to the lead agencies pose considerable obstacles to the
use of cooperative procurements.

In an August 2008 study, FTA addressed joint vehicle procurements in its Report
to Congress on Incentives in Federal Transit Formula Grant Programs, http:/
www.fta.dot.gov/publications/publications 8674.html.

Some of the findings from this report were the following:

—Barriers and difficulties that contributed to the limited implementation of these

procurement systems include:

—Transit Culture.—“Agencies Believe They Are Unique . . . The agencies are
justifiably proud of their corporate cultures and heritage, and their pride may
have many positive effects. However, if the industry is to realize the full bene-
fits of standards, the systems must weigh their traditions against the benefits
of standards and make the collective effort that is necessary to settle on safe-
ty standards and adhere to economical design standards.”

—dJoint procurements involve significant administrative efforts because the
agencies must reconcile their requirements and practices to each other’s.

—Conflicting legal issues, differing operating requirements, and differing pro-
fessional opinions must be resolved.

Question. What other options or authorities might FTA consider seeking to reduce
transit railcar costs?

Answer. As mentioned previously, FTA has focused on developing standards and
specifications to reduce the capital and operating costs of new rail vehicles. In re-
cent years, FTA has funded APTA’s efforts to develop technical requirements for the
design and procurement of new LRV type vehicles. APTA is responsible for coordi-
nating and managing this effort.

Question. On September 10, 2009, FTA issued an Advance Notice of Proposed
Rulemaking on capital project management. FTA is considering whether to require
some type of financial plan for all fixed guideway capital projects. Further, it is con-
sidering the extent to which it should use Project Management Oversight Contrac-
tors (PMOCs) to oversee projects other than Major Capital Projects (those costing
$100 million, among other requirements). Finally, transit properties over time have
indicated that Federal oversight can increase the time, and thus the cost, it takes
to build a new rail transit line or extension.

How will these potential changes impact the PMOC and FMOC budgets as well
as the funds necessary to oversee PMOCs and FMOCs?

Answer. Several items included in FTA’s ANPRM on capital projects management
were aimed at soliciting comments and suggestions from the industry on how to im-
prove overall project management of major capital projects based on experiences to
date. FTA is currently reviewing input provided by stakeholders as it prepares the
Notice of Proposed Rulemaking, and has not determined what additional oversight,
if any, is necessary. Looking ahead, FTA will consider resource requirements for its
oversight program as it develops its fiscal year 2012 budget.

FTA oversight of public transportation systems is necessary to safeguard the tax-
payer’s investment. FTA has designed its oversight process to minimize the intru-
sion on grantees while protecting tax payers’ dollars. One tool that has provided
tangible benefits is FTA’s risk-informed project management system, which assists
grantees in identifying costly risks at a stage of development which subsequently
allows grantees to mitigate those risks and avoid enormous costs. The latest innova-
tion by FTA is the incorporation of the New Starts Engineering Workshop into our
outreach program. This workshop is designed to provide a roadmap for prospective
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and existing capital project sponsors on how to prepare for FTA’s project manage-
ment oversight review process. FTA believes that outreach of this kind will assist
the grantees in being better prepared to make quality submittals and shorten the
time it takes for oversight reviews.

Question. FTA is proposing that funding guidelines for major transit projects be
based on livability issues such as economic development opportunities and environ-
mental benefits, in addition to cost and time saved, which are currently the primary
criteria. This would change how projects are selected to receive Federal financial as-
sistance in the FTA New Starts and Small Starts programs. In making funding deci-
sions, the FTA will now evaluate the environmental, community and economic de-
velopment benefits provided by transit projects, as well as the congestion relief ben-
efits from such projects.

Will the proposed changes in economic development criteria increase the number
of projects that may be eligible for New Starts or increase the back log?

Answer. Because the New Starts program is a complex program and the new cri-
teria under development have not been finalized, it is not possible to predict how
potential changes to the evaluation criteria would impact the number of projects eli-
gible for funding in the future. That said, the aim of making these changes is to
more fully recognize the various types of benefits that are generated by investments
in transit services and to ensure that all prospective projects receive due consider-
ation.

Question. How will FTA determine the value of the economic development oppor-
tl.miti)es and community and environmental benefits when making funding deci-
sions?

Answer. As announced by Secretary LaHood on January 13, FTA plans to use the
rulemaking process to better capture in its evaluation and rating process the wide
range of benefits New Starts projects can provide. On Thursday, June 3, FTA pub-
lished an Advance Notice of Proposed Rulemaking (ANPRM) in the Federal Register
asking for public comment on how to change the way major transit project proposals
seeking Federal funding are rated and evaluated.

Question. In October 2008, FTA issued a report “Transit State of Good Repair: Be-
ginning the Dialogue” highlighting the importance of maintaining the condition of
our transit and the fact that much of existing bus and rail assets are in poor or
marginal condition. The fiscal year 2011 budget request includes $2.3 million for bus
and rail state of good repair program activities (along with decreases in fixed guide-
way modernization and bus and bus facility grants).

How does FTA plan to implement this “program” and distribute the funds, and
how would it differ from the way funds in the existing programs are distributed?

Answer. Under the proposed State of Good Repair program, funds would be dis-
tributed by formula. Though the specifics of such a formula have yet to be devel-
oped, the goal would be allocate funds to both rail and bus transit systems by for-
mula. FTA looks forward to working with Congress on developing the program as
Congress begins work on 2011 appropriations legislation.

Question. How will this program help rail transit agencies replace aging transit
car fleets?

Answer. One of FTA’s highest priorities is to maintain our Nation’s transit assets
in a state of good repair (SGR) so they can provide safer and more efficient service.
This new focus will involve emphasizing the SGR activities in our existing pro-
grams, initiating new activities to address unique local needs, and providing anal-
ysis products that will help decisionmakers better understand their options for man-
aging the condition of their aging infrastructure. Accordingly, for fiscal year 2011
FTA has proposed to merge its Bus and Bus Facilities and Fixed Guideway Mod-
ernization programs into a new $2.9 billion Bus and Rail State of Good Repair pro-
gram. The funding request represents an 8 percent increase above the equivalent
fiscal year 2010 appropriation, which is significantly more than is proposed for most
other FTA programs. The fiscal year 2011 budget also requests $4.61 billion for the
Urbanized Area Formula Grant Program for allocation of funds to urbanized areas
(UZAs) around the Nation for maintenance and capital investment in bus and rail
systems.

We also very much appreciate that in fiscal year 2010 Congress supported FTA
using $5 million in research funding to help improve transit asset management
practices. This critical funding will fund enhanced data collection, asset manage-
ment, technical assistance, and a pilot SGR project. Because FTA is currently ex-
ploring how transit agencies should implement SGR practices, it has not determined
whether having an asset management plan should be a necessary criterion for re-
ceiving Federal funds.

?uegtion. What is known about the effects of aging infrastructure on rail transit
safety?
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Answer. Rail transit is statistically among the safest modes of transportation. A
rail transit passenger is over 100 times less likely to be killed in an accident than
is an automobile passenger. That said, FTA is aware that there is a backlog of rail
transit infrastructure maintenance and renewal. FTA’s previous study of the seven
largest rail transit systems estimated a $50 billion shortfall, but did not correlate
the investment shortfall to safe operations. There is an obvious intrinsic correlation
and transit agencies must carefully manage their operations and maintenance to
keep the system safe in spite of aging infrastructure. If done properly, this will af-
fect frequently service before it affects safety. For example, track infrastructure may
have more defects as it ages, but operations can continue safely at lower speeds.
Given the extent that rail transit operators are relying on older equipment and cap-
ital stock, the need to enact transit safety legislation is all the more urgent.

SUBCOMMITTEE RECESS

Senator BoOND. Well, with no further questions, the hearing
stands—is in recess.

And March 11 at 9:30, we'll take testimony from Secretary Dono-
van on the budget request for 2011 Housing and Urban Develop-
ment.

[Whereupon, at 11:16 a.m., Thursday, March 4, the sub-
committee was recessed, to reconvene at 9:30 a.m. Thursday,
March 11.]
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Senator MURRAY. This subcommittee will come to order.

This morning, this subcommittee will conduct an oversight hear-
ing on the Department of Housing and Urban Development’s budg-
et for fiscal year 2011. We are pleased that Secretary Donovan is
with us today to discuss his Department and his budget.

Today, the country faces daunting challenges. Unemployment re-
mains high. Credit is tight. Housing stability is fragile, and the
number of homeless Americans is growing. HUD programs respond
to challenges across the spectrum of this crisis from stabilizing the
housing market to providing assistance to the Nation’s most vul-
nerable.

This subcommittee’s job is to provide the oversight and resources
to make sure that HUD can effectively fulfill its responsibilities. At
the same time, we must also continue to make investments that
will strengthen our economy, create jobs, and support our commu-
nities, both large and small.

Just over a year ago, we passed the American Recovery and Re-
investment Act, making key investments in public housing, com-
munity development, and affordable housing to help those in need
and weather the crisis. I commend HUD for getting this funding
out the door quickly. And today, we can see it making a difference
in our communities, improving housing, creating new housing, and
putting people to work.

I have seen these dollars at work in my own State. For example,
in Vancouver, Washington, a Housing Authority is using $2.5 mil-
lion in public housing capital funds to support construction and re-

(61)



62

habilitation of housing. The jobs created from these projects are
critical to Clark County, where unemployment has now topped 14
percent.

In Yakima, Washington, where for years we have struggled to
provide affordable and adequate housing to local workers, recovery
funds have gone to renovation efforts that have improved the lives
of families, many with children, who live well below the poverty
line. But as this funding goes to work and as our economy moves
toward recovery, we must remain focused on stabilizing the hous-
ing market.

As we all know, for most Americans, the family home is their
largest investment, an asset that provides them with a roof over
their heads and financial security. This security gives Americans
the confidence to spend and invest and plan for the future.

FEDERAL HOUSING ADMINISTRATION

Stabilizing and improving the housing market is critical to the
Nation’s economic recovery, and the Federal Housing Administra-
tion has played a vital role in this effort. When the private sector
became skittish about mortgage lending and credit froze, FHA
stepped in to make sure that Americans could still get a mortgage,
and this has helped to stabilize the market.

That is exactly what FHA was created to do. But taking on this
increased role comes with risks of its own. FHA has gone from in-
suring only 2 percent of the market in 2006 to nearly 30 percent
today. This dramatic increase in business requires sufficient staff
and the technical capacity to protect FHA from risk and fraud.

Even as FHA’s new business grows, it must also continue to
manage loans that were made during the height of the housing
boom. Unfortunately, FHA is not immune from the wave of fore-
closures devastating the housing market. These losses have taken
their toll on FHA’s finances.

This fall, FHA’s capital reserve fund fell below the mandatory 2
percent required by Congress. While this does not mean that FHA
requires Federal relief, it is a cause for concern.

For each of these last 3 years, Senator Bond and I have held
hearings on FHA to focus attention on the solvency of its Mutual
Mortgage Insurance Fund. The recent losses to the capital reserve
fund have now brought this issue into focus for others for the first
time. FHA must continue to seek ways to strengthen the position
of its capital reserve fund to ensure taxpayers will not be left on
the hook to pay for risky or fraudulent mortgages.

Mr. Secretary, I commend you and FHA Commissioner Stevens
for moving swiftly to assess FHA’s risks and to implement reforms
to reduce its exposure and recapitalize the reserve fund. These
changes both protect the American taxpayer and ensure FHA can
continue to provide needed liquidity in the market.

Some of the reforms proposed require a legislative change. One
of these would allow HUD to increase annual premiums on FHA
mortgage insurance and is included as part of the budget. I will
have questions today on this change, and specifically, how it would
protect FHA from future losses.

Now, despite some positive signs in the housing market, the cri-
sis we face is not over. And for the more than 2.8 million Ameri-
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cans facing foreclosure, positive national trends offer little comfort.
So while I am encouraged today by reports that foreclosure filings
appear be slowing, and Washington State fell 13 percent from this
time last year, there are still many people at risk of foreclosure.

Areas in Washington State continue to experience severe declines
in home values, and nearly a quarter of a million Washington State
homeowners are underwater today. So for families living in Clark
and Pierce County, Washington, we want to know how the Federal
Government can help them hold onto their homes and regain eco-
nomic security.

Providing help isn’t easy, and we don’t want to reward borrowers
that took on mortgages that they could not afford. But while so
many of the early foreclosures resulted from subprime and other
exotic mortgages, many of the homeowners today who are in trou-
ble are those that are impacted by the recession. These are unem-
ployed homeowners and those who owe more on their mortgage
than the home is worth because of those plummeting home values.

MORTGAGE MODIFICATION

Several efforts have been launched to help struggling home-
owners, including the Home Affordable Modification Program, but
servicers have been slow to provide permanent modifications. To
date, only 116,000 homeowners have received permanent modifica-
tions, which is far short of the administration’s goal of 3 million to
4 million.

The President recently announced a new program to help five
States that have been particularly hit hard by this crisis. While
this initiative does attempt to address the problems of unemployed
and underwater borrowers, its geographic restrictions will limit its
impact on the overall market, including other parts of the country,
like Washington State’s Clark and Pierce Counties.

Your testimony today mentions other ways that we might assist
struggling homeowners. So, today, I want to discuss how we can
improve current programs and what other steps may be taken to
protect families from foreclosure.

HUD has a broad and important mission. The President’s budget
requests more than $48 billion in fiscal year 2011 in recognition of
the role the Department plays in supporting housing, especially for
some of the most vulnerable in our society.

SECTION 8 AND NEW INITIATIVES

This funding would maintain critical rental assistance to help
millions of low-income Americans who rely on section 8 vouchers
or live in project-based or public housing. The President’s budget
also provides funding to continue or expand initiatives started in
2010, such as Sustainable Communities and Choice Neighborhoods.
The budget also proposes new initiatives, including Catalytic In-
vestment Competition Grants and vouchers for homeless individ-
uals and families.

The largest new proposal is the $350 million Transforming Rent-
al Assistance initiative. This ambitious proposal seeks to address
the capital needs of public and HUD-assisted housing. By fun-
damentally changing the way this housing is funded, the adminis-
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tration hopes to leverage significant private sector resources to pre-
serve this irreplaceable stock of affordable housing.

However, the budget offers few details on the changes HUD
would make or in the long-term costs. While the concept may have
merit, this subcommittee does not take its responsibilities lightly.
We require more information if we are to give the proposal serious
consideration. So I want to have a discussion about the long-term
plan for this and the cost of this initiative.

PROPOSED CUTS

Now, Mr. Secretary, among the promising reforms included in
the budget, there are several drastic cuts to important programs
you and I have talked about, including the housing for the elderly
and disabled. HUD justifies these cuts by citing program defi-
ciencies. If these programs aren’t working effectively, let us fix
them. But the President’s budget doesn’t propose any changes. In-
stead, it brings the programs to a halt with a promise to just fix
them later.

I am also concerned by other cuts proposed in this budget to pro-
grams like the Native American Housing Block Grants and the
highly successful HOME program. While the President’s budget
made some difficult choices in order to freeze discretionary spend-
ing, this subcommittee may well be forced to consider even further
reductions.

The President’s budget assumed receipts from FHA totaling $5.8
billion. These receipts would offset some of the spending included
in the HUD’s budget for next year. Last Friday, Congress received
‘{)h% Congressional Budget Office’s re-estimate of the President’s

udget.

As a result of continued uncertainty about the housing market,
CBO concluded the budget would only generate $1.8 billion in off-
setting FHA receipts. That means there could be potentially a
shortfall of $4 billion just to pay for the program increases pro-
posed in the President’s budget. That is a staggering amount, given
the housing needs of this country.

This subcommittee is going to face a very difficult task to provide
resources to this Department so that it can continue the programs
that serve so many Americans across the country, from homeless
veterans, to first-time homeowners, to families that need help ac-
cessing affordable housing. Secretary Donovan, you have worked
very hard to improve HUD’s programs, and I hope you can offer us
suggestions on how to tackle the complex housing and community
development needs that are facing this Nation with limited re-
sources.

So thank you so much for being at this hearing today. I look for-
ward to your testimony in just a few minutes.

But before we have that, I want to turn it over to my partner
and ranking member, Senator Bond.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Madam Chair, and thank
you for holding the important hearing.

We are always pleased to welcome our distinguished Secretary of
Housing and Urban Development, Secretary Donovan, who is pas-
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sionate about housing and community development. He has been
working hard to remake the Department, a task that is Herculean,
to say the least. We wish him well on his efforts, but we do have
some questions, as the chair has outlined.

Now it is no surprise to anyone here that there are significant
deficit issues facing the entire Federal Government. Making an al-
ready bad situation worse, the Congressional Budget Office re-esti-
mated the President’s budget would add $8.5 trillion to the na-
tional debt by 2020, with a deficit of $1.5 billion in this fiscal year
and another $1.3 billion in 2011. CBO projects the national debt
will balloon to some 90 percent of the economy by 2020, while in-
terefsf1 payments on the debt will soar by $800 billion over the same
period.

But that is only if the interest rates stay the same. And no one
I know who is versed in finance or economics generally will propose
that interest rates will not rise significantly when lenders see the
deficit spending and the tremendous debt we have built up. In
other words, we are facing a drowning in debt with interest rates
skyrocketing and adding to an increasingly high debt spiral.

I do not believe, as some in the administration do, that making
the Federal Government larger is the solution to fixing our eco-
nomic woes. Nevertheless, we are in an unprecedented budget cri-
sis, which is domestic and global in nature, something we have
never faced in my career in Government service.

And as you know, many of the decisions we make on the budget
and appropriations will be critical to the future economic health of
the Nation. That includes finding the right balance of spending in
HUD with regard to both HUD’s current programs, as well as the
dramatic new proposals contained in the HUD 2011 budget re-
quest.

I believe a number of your HUD policy and reform initiatives are
bold and thoughtful, but I am very concerned about the cost of
these initiatives in both the 2011 budget, as well as the potential
huge cost in out-years. For the HUD budget, this is of particular
concern since we recently received word, as the chair has noted,
that there will be a loss of some $4 billion in FHA receipts. That
$4 billion hit will make funding many of the HUD initiatives even
more difficult in 2011 and possibly limit funding for this sub-
committee’s other priorities, like transportation and infrastructure
projects.

As you well know, Mr. Secretary, I have long warned about FHA
and the potential consequences to the budget of the Department,
the appropriations available for this subcommittee, and the impact
on our national economy. We need to be asking tough questions
like where is money for new programs going to come from.

If the President is serious about promising fiscal restraint, he
has to quit treating taxpayer dollars like Monopoly money. Our
children and grandchildren are going to have to pay in the future
for every extra dollar we borrow and spend, and that is not some-
thing I want to be able to tell them.

PROPOSED CUTS

While HUD is proposing to create new or expand existing pro-
grams at great cost to the taxpayer, the Department is also pro-
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posing to eliminate or cut funding for a number of important and
proven programs that serve our most vulnerable populations like
seniors and the disabled, as had been mentioned by the Chair, and
homeless veterans, something which she and I have led the battle
to fund. And to say that we are not pleased by the budget rec-
ommendations I would say, at least for my part, is a huge under-
statement.

Cuts to these programs like section 202 elderly housing, the 811
housing program for persons with disabilities, and the capacity-
building funding for LISC and Enterprise will make it more dif-
ficult for low-income seniors or disabled Americans to find safe and
affordable housing.

Of all the capacity-building entities I have seen, LISC and Enter-
prise seem to be the ones that are working. I think they should be
the model, and I think they should continue to have the resources
they need and not have the funds distributed over a wider area,
where they do not have the same skills and abilities.

The HUD staff has claimed all of these programs will receive
funding once needed reforms are made. It seems much more likely
the non-profits will begin to lose their experts during a zero fund-
ing year, a brain drain that will only get worse if there is not a
significant infusion of new funds in the very near future. Funding
in future years will likely be marginal at best, with HUD and the
administration arguing that 202 and 811 will be unneeded once the
Transforming Rental Assistance, or TRA, program is fully funded,
including any provisions targeted to the elderly and disabled.

RURAL HOUSING FUND

Also, I was disappointed to see the administration wants to
eliminate a $25 million rural housing fund, something I fought
with Senator Harkin to include for many years. This small pro-
gram offers a unique opportunity for HUD’s housing and commu-
nity programs to partner with rural development at the USDA.

It is a mistake for the administration to ignore the housing needs
in our rural communities. Everybody knows the housing programs
in the city because people see them all the time. I live in the rural
areas. I see them. I travel the rural areas, and I know the need
is great. And this budget does not recognize it.

In addition to the dollars and cents, rural versus urban ques-
tions, I have overall concerns about the proposal we have received
from HUD. Not to keep using a tired, old analogy, but the proposal
I received from the Department of Transportation and the budget
blueprint has left me feeling a little bit like Bill Murray in
“Groundhog Day.”

In other words, the budget blueprint this year asks for Congress
to write a big check, fails to provide details on the programs we are
supposed to fund. I have been there. I have seen that before. I have
done that. And at least Bill Murray got smart in “Groundhog Day,”
and I don’t see any of us getting smarter or better as we see
Groundhog Day come back again.

TRANSFORMING RENTAL ASSISTANCE

Despite not having the proposed actual language for TRA, HUD’s
2011 budget calls for some $350 million for the program, with pro-
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jected annual costs of some $1.5 billion when fully implemented.
There is an old story, an old saw about a pig in a poke, but I won’t
go into that any further.

Also before Congress is going to sign any check, we need to see
the program details. Members of Congress need to see specific leg-
islative language for proposed programs, and it has to be passed.
So there are some guidelines in place. You may have good ideas.
We may even like those good ideas. We may propose them, and
they may not come out on the other end of the sausage factory.

So I, for one, have real concerns about potential unintended con-
sequences of the TRA that could impact low-income families as-
sisted under public housing or other low-income housing programs.
Broad waiver language will not do the trick since there is a wide-
spread risk of abuse and a great danger of the lack of trans-
parency.

CHOICE NEIGHBORHOODS VS. HOPE VI

Another program where I need to see some details—and Con-
gress and our constituents, the taxpayers, deserve answers—is on
Choice Neighborhoods. Now, we have discussed Choice Neighbor-
hoods many times, and you know that I would like to claim some
credit for HOPE VI. And this $250 million program is replacing
HOPE VI as the next evolution in affordable housing and revital-
izing distressed communities.

And if we can make it better, that is always good. I am willing
to do that. But in particular, Choice Neighborhoods proposes to
transfer and merge into its account for 2011 all remaining HOPE
VI funding, despite having account language that is very broad and
which has no metrics for measuring success or for understanding
the grantmaking and implementation process.

While Choice Neighborhoods appears to be a much more ambi-
tious program than HOPE VI, we need more information to under-
stand the evolution from HOPE VI to Choice Neighborhoods. I was
there at the beginning when HOPE VI was a mere idea until it be-
came a major program, ultimately going beyond housing and trans-
forming entire communities. And I personally know how important
HOPE VI has been to communities across the Nation.

Some of our great successes have been in HOPE VI. And that is
why I don’t want to waste the successes of HOPE VI on Choice
Neighborhoods unless and until we see it is a truly viable successor
to HOPE VI. I want to ensure this new program is designed and
implemented in a manner that will revitalize and grow our low-in-
come communities beyond the greatest potential of HOPE VI. You
have assured me that that will happen. I believe you said that in
good faith, but it is time that we got to work on the details.

FHA

In addition to specific program concerns, I remain very con-
cerned, as the Chair has indicated, about the future of FHA mort-
gage insurance. Mr. Secretary, you inherited the FHA problems. To
your credit, you acknowledged them. You have taken a number of
important steps to address them.

Under your guidance, HUD is proposing a number of new re-
forms to put FHA mutual mortgage insurance on a solid footing.
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The proposed reforms include an increase to annual premiums, as
well as credit-related fix, which would allow these borrowers with
a FICO score of 580 and above to make a 3.5 percent down pay-
ment, while borrowers with a FICO score between 500 and 580
would be required to make a minimum down payment of 10 per-
cent. Borrowers with FICO scores below 500 would be ineligible for
FHA mortgage insurance.

It is not that we are not concerned about those people. But before
we put somebody in housing, try to get them into owning housing
we need to make sure that they can afford to pay it. When they
can’t afford to pay it, when they don’t have any skin in the game,
they don’t have the means to make the payments and then the
American dream becomes the American nightmare. Their commu-
nities suffer, and we have seen the tremendous hardship and harm
that a whole raft of those mortgages gone badly has caused our en-
tire economy and the world’s economy.

While the reforms are important, the FHA still faces many chal-
lenges. I remain concerned that FHA is a powder keg that could
explode, leaving taxpayers on the hook for yet another bailout.

When we look at the numbers, just as recently as 2007, FHA ac-
counted for less than 4 percent of housing and now, as the chair
indicates, dominates the market with a share of between 30 and 60
percent, including refinances. This puts FHA smack in the middle
of the housing crisis, and I want to be sure that FHA is dealing
with it despite the obvious staffing and expertise shortfall.

I want to know how HUD is dealing with mortgage default litiga-
tion problems, especially in light of proposed new FHA reforms.
How will these reforms impact homeowners with a mortgage de-
fault crisis who are seeking help from FHA? Have mortgage de-
faults become primarily a Fannie Mae and Freddie Mac problem,
or is HUD proposing alternative relief?

While I expect to raise many FHA issues at a scheduled FHA
budget hearing later this month, an understanding of the founda-
tion of current FHA requirements now would be useful.

TRANSPARENCY FOR TAXPAYERS

The last point I make is most important, and that is trans-
parency for taxpayers, as we have discussed briefly. I discussed at
the hearing for the Department of Transportation, on its budget for
the coming year last week, I am still waiting for real transparency
in the current administration grantmaking process. Congress has
role and a responsibility not only in authorizing and appropriating
Federal funds, but also in ensuring that the funds are awarded ac-
cording to objective and understandable criteria, including clear
benchmarks to measure success.

This was a particular problem for me and others when HUD
awarded some 52 billion in competitive neighborhoods stabilization
programs under the stimulus bill. I have yet to receive, and I look
forward to getting an understanding, how HUD cherry-picked the
winners. We saw a lot of—we found out later about a lot of good
pﬁojects which failed. And we want to know how the winners were
chosen.

Where is the promised transparency in the HUD grant process?
It is critical that the process be transparent, so Congress and our
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constituents and those seeking the dollars know how the taxpayer
dollars are being allocated. In fact, I think the process should be
no less transparent than the current requirements for congres-
sional decisionmaking.

There has been a lot of criticism of Congress. We cleaned up our
act. We make it transparent. At a minimum, the criteria and proc-
ess by which grantmaking decisions are made in the administra-
tion should be posted on the Internet for every taxpayer, every po-
tential applicant to see, to understand so that community leaders
and local people won’t be coming to us, saying, “What happened?
Where is it going? Why is it going there?”

Cost shares and leveraging of funds also should be made avail-
able. Information should be on the Internet so they and we have
access to information about other sources of Federal, State, or pri-
vate funds that may be used to augment grant awards.

In particular, we in Congress expect to be notified of award deci-
sions 3 days prior to HUD announcement, with backup materials
and information on the methodology of the award selections, in-
cluding how these awards meet our housing and community devel-
opment goals. It is critical that the Nation, Congress, and the ad-
ministration fully understand the process and decisionmaking of
how the billions of Federal housing and community dollars are
spent.

Mr. Secretary, I thank you very much, and I look forward to your
testimony.

Senator MURRAY. Thank you very much, Senator Bond.

I will turn it over to the Secretary for his testimony. And just
to forewarn you, both Senator Bond and I also have to go to an en-
ergy and water hearing for a short amount of time. We may be
changing the gavel back and forth.

But we will both be very attentive to your statement, and we
both have a number of questions. So, with that, I will turn it over
to you, Mr. Secretary.

STATEMENT OF HON. SHAUN DONOVAN

Secretary DONOVAN. Madam Chairwoman, Ranking Member
Bond, and members of the subcommittee, thank you for the oppor-
tunity to testify regarding the fiscal year 2011 budget for the De-
partment of Housing and Urban Development, Investing in People
and Places.

I appear before you to discuss this budget in a far different envi-
ronment than that of a year ago when our economy was hem-
orrhaging over 700,000 jobs each month, housing prices were in
freefall, and economic observers warned that a second Great De-
pression was a real possibility. Today, though there is still a long
way to go, it is clear that our housing market has made significant
progress toward stability.

What that has meant to middle-class families is clear. First, se-
curity, as a result of stabilizing home prices and lower financing
costs, by the end of September, home equity had increased by over
$900 billion, $12,000 on average for the Nation’s 78 million home-
owners.

Second, confidence, though it is still fragile, homeowner equity is
key to consumer confidence and to bringing new borrowers back
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into the market, helping the economy grow at the fastest rate in
6 years and creating jobs.

Third, money in families’ pockets, mortgage rates, which have
been near historic lows over the past 10 months, have spurred a
refinancing boom that has helped nearly 4 million borrowers save
an average of $1,500 per year, pumping $7 billion annually into
local economies and businesses, generating additional revenues for
i)ur Nation’s communities, and benefiting our economy more broad-
y.

FHA

The Federal Housing Administration has been essential to this
improved outlook, in the past year helping more than 800,000
homeowners refinance into stable, affordable fixed-rate mortgages,
protecting an additional half million families from foreclosure—and
that, Senator Bond, I would note, is through our loss mitigation
programs that you asked about, one-half a million families in
2009—guaranteeing approximately 30 percent of home purchase
loan volume and fully one-half of all loans for first-time home buy-
ers.

With FHA’s temporarily increased role, however, as you said,
Madam Chairwoman comes increased responsibility and risk. That
is why HUD’s fiscal year 2011 budget presents a careful, calibrated
balancing of FHA’s three key responsibilities—first, providing re-
sponsible home ownership opportunities; second, supporting the
housing market during difficult economic times; and third, ensur-
ing the health of the MMI Fund.

FHA has rolled out a series of measures over the last year to
mitigate risks and augment the MMI Fund’s capital reserves—first,
to increase the mortgage insurance premium; second, to raise the
combination of FICO scores and down payments for new borrowers;
third, to reduce seller concessions to industry norms; and fourth, to
implement a series of significant measures aimed at increasing
lender responsibility and enforcement.

With the help of Congress, FHA has also begun implementing a
plan to ensure its technology infrastructure and personnel needs
reflect this increased responsibility. All of these changes will lead
to increased receipts for FHA for the 2011 budget.

Last Friday, as you mentioned, the Congressional Budget Office
released its re-estimate of the President’s 2011 budget, including
their view on FHA’s proposed changes. Although the CBO re-esti-
mate includes a more conservative assessment of how new loans
made through FHA’s MMI Fund will perform in coming years, both
CBO and the administration forecast that with our proposed FHA
changes, such credit activity will result in significant net receipts
to the Government. We differ, however, on the amount.

While the President’s budget forecasts, as you said, Madam
Chairwoman, $5.8 billion in net receipts resulting primarily from
insurance premiums and other fees, CBO re-estimated these net
savings at $1.9 billion. In addition, CBO agrees with FHA that
Ginnie Mae and our GI/SRI fund will produce another roughly $1
billion in receipts.

While recognizing that such a difference with CBO complicates
budget resolution development, it is important to note that the
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forecast used in the President’s budget will determine the receipts
transferred to FHA’s capital reserve account. This will help have
that fund get back on track to be capitalized with the statutorily
mandated 2 percent of insurance in force. I would also note that
based on extensive modeling and analysis, we remain confident in
our forecast for FHA.

Even with increased FHA receipts, however, because of broader
need for fiscal responsibility, we have had to make very difficult
choices in this budget. We have chosen to prioritize existing rental
assistance in section 8, public housing—public housing operating
fund, and other areas, which has required us to propose difficult
cuts in a number of our capital programs, as you mentioned, and
to target our funding to the most catalytic uses.

TRANSFORMING RENTAL ASSISTANCE

On that note, allow me to highlight some key initiatives. The
first is HUD’s multiyear effort called Transforming Rental Assist-
ance, or TRA. It does not take a housing expert to see that HUD’s
rental assistance programs desperately need simplification. HUD
currently provides deep rental assistance to more than 4.6 million
households through 13 different programs, each with its own rules
administered by three different operating divisions.

In my career both in the private and public sectors, it was a con-
stant struggle to integrate HUD’s rental assistance streams and
capital funding resources into the local, State, and private sector
financing that was necessary to get the JOb done. But I dealt with
HUD subsidy programs for a simple reason—because the engine
that drives capital investment at the scale needed is reliable long-
term, market-based stream of Federal rental assistance.

No other mechanism has ever proven as powerful at unlocking
a broad range of public and private resources to meet the capital
needs of affordable housing. That said the status quo is no longer
an option.

With a public housing program that has unmet capital needs up-
wards of $20 billion, now is the moment to permanently reverse the
long-term decline in the Nation’s public housing portfolio and ad-
dress the physical needs of an aging assisted stock. This initiative
is anchored by four guiding principles.

First, that the complexity of HUD’s programs is part of the prob-
lem, and we must streamline and simplify them so that they are
governed by a single, integrated, coherent set of rules and regula-
tions that better aligns with the requirements of other Federal,
State, local, and private sector financing streams.

Second, that the key to meeting the long-term capital needs of
HUD’s public and assisted housing lies in shifting from the Federal
capital and operating subsidy funding structure we have today to
a Federal operating subsidy that leverages capital from private and
other public sources.

Third, that bringing market investment to all of our rental pro-
grams will also bring market discipline that drives fundamental re-
forms. Only when our programs are built, financed, and managed
like other housing will we be able to attract the mix of incomes and
uses and stakeholders that we need.



72

And fourth, that we must combine the best features of our ten-
ant-based and project-based programs to encourage resident choice
and mobility. TRA reflects HUD’s commitment to complementing
tenant mobility with the benefits that a reliable, property-based,
long-term rental assistance subsidy can have for neighborhood revi-
talization efforts and as a platform for delivering social services.

To be clear, this commitment to tenant mobility is not to restart
old ideological debates about place-based versus people-based strat-
egies. To revitalize neighborhoods of concentrated poverty and seg-
regation, we need the best of both approaches. That is why we look
forward to continuing to work with the subcommittee and author-
izers on our Choice Neighborhoods initiative to make the redevelop-
ment of distressed public and assisted housing the anchor of broad-
er community development efforts.

CHOICE NEIGHBORHOODS

Choice Neighborhoods builds on and expands the lessons of
HOPE VI. Not only that investment at scale can affect dramatic
change at the community level, but also that for an investment to
be game-changing, it must take into account more than housing
alone.

For too long, HUD’s community development programs have
lacked such a place-based, targeted tool for creating jobs. That is
why our budget proposes $150 million for a catalytic investment
fund designed to help distressed communities reorient their econo-
mies for the 21st century. HUD can’t afford to make housing in-
vestments in isolation from community development investments,
particularly when so many communities are ahead of us in terms
of combining housing, economic development, and transportation.

SUSTAINABLE COMMUNITIES

That is why it was so important that we launched our Sustain-
able Communities initiative in 2010 to support these efforts. I want
to thank the subcommittee for making this possible and emphasize
the need for continued funding in 2011.

I recognize that I have asked you to help HUD make these in-
vestments in a difficult fiscal climate. Our approach has been to
target resources where we get the biggest bang for the buck, and
nowhere is this clearer than the area of homelessness, where we
have seen a 30 percent reduction in chronic homelessness over the
last 4 years.

HOMELESSNESS

Our budget request reflects HUD’s commitment to its own tar-
geted homeless programs with a $200 million increase. But as chair
of the Interagency Council on Homelessness as well, charged with
producing a Federal strategy to end homelessness later this spring,
it also reflects a commitment to working across silos to end home-
lessness, embodied by our joint housing and services for homeless
person demonstration with the Department of Health and Human
Services and the Department of Education.
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HUD’S 2010 TRANSFORMATION

Last, let me say a few words about HUD, how it’s transforming
the way it does business at the agency. With your help, HUD’s
2010 Transformation Initiative is allowing us to take long-overdue
steps to upgrade and modernize our Department, helping us re-
place computer programs written in the 1980s, build the capacity
of communities—Senator Bond, you mentioned this, and we have
been growing our resources for technical assistance—and dem-
onstrate what works and what doesn’t.

It has also begun to provide us with the flexibility we need to
cross-cutting initiatives. But a critical next step for 2011 is to take
this approach further. In part, it is a matter of additional funding
to move forward with large, multiyear projects and demonstrations.
But just as important is the flexibility to use up to 1 percent of
HUD’s budget as unexpected needs arise during the year.

For example, to revamp FHA as it stepped up in the mortgage
market or to provide technical assistance communities trying to use
neighborhood stabilization funds in the most impactful way. These
are the kinds of flexible investments other cutting-edge organiza-
tions have the ability to make, and they are essential to building
the nimble, results-oriented agency our Nation needs and this sub-
committee deserves to oversee.

And so, Madam Chairwoman, this budget continues the trans-
formation begun with your help. With the housing market showing
signs of stabilization, our economy beginning to recover, and the
need for fiscal discipline crystal clear, now is the moment to reori-
ent HUD for the challenges of the 21st century. With your help, I
believe we can and that we will.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF HON. SHAUN DONOVAN

Madam Chairwoman, Ranking Member Bond, and members of the subcommittee,
thank you for the opportunity to testify today regarding the fiscal year 2011 budget
for the Department of Housing and Urban Development, Investing in People and
Places.

A CHANGING ENVIRONMENT

I appear before you to discuss this budget in a far different environment from that
faced by the Nation and the Department just 1 year ago. At that time, the economy
was hemorrhaging over 700,000 jobs each month, housing prices were in freefall,
residential investment had dropped over 40 percent in just 18 months, and credit
was frozen nearly solid. Many respected economic observers warned that a second
Great Depression was a real possibility, sparked of course by a crisis in the housing
market. Meanwhile, communities across the country—from central cities to newly
built suburbs to small town rural America—struggled to cope with neighborhoods
devastated by foreclosure, even as their soaring jobless rates and eroding tax base
crippled their ability to respond.

One year later, though there is clearly a long way to go, it is clear that the Na-
tion’s housing market has made significant progress toward stability. Through the
combination of coordinated efforts by Treasury, HUD, and the Federal Reserve to
stabilize the housing market, we are seeing real signs of optimism.

As measured by the widely referenced FHFA index, home prices have been rising
more or less steadily since last April. As recently as January 2009 house prices had
been projected to decline by as much as 5 percent in 2009 by leading major macro-
economic forecasters. This is all the more surprising since most forecasters had un-
derestimated the rise in unemployment that has occurred over the past year.
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Allow me to briefly explain what halting the slide in home prices and housing
wealth has meant to middle-class families.

First, security. According to the Federal Reserve Board, as a result of stabilizing
home prices and lower financing costs nationwide, home owner equity started to
grow again in the second quarter of 2009 and by the end of September home equity
had increased by over $900 billion, or $12,000 on average for the Nation’s nearly
78 million homeowners.

Second, confidence. Homeowner equity is key to consumer confidence and is now
helping bring new borrowers back into the market. And we all know the important
role confidence plays in helping our economy grow—which it did in the last quarter
of 2009 at 5.7 percent, the fastest rate in 6 years.

Third, money in families’ pockets. Mortgage rates which have been at or near his-
toric lows over the past 10 months have spurred a refinancing boom that over the
past year that has helped nearly 4 million borrowers to save an average of $1,500
per year on housing costs—pumping an additional $7 billion annually into local
economies and businesses, generating additional revenues for our Nation’s cities,
suburbs, and rural communities.

At the same time we have taken steps to reverse falling home prices, we have
also worked to help families keep their homes. In partnership with the White
House, the Department of Treasury, and other Federal regulatory agencies, HUD
has helped develop the Making Home Affordable plan, and implement its two major
initiatives—the Home Affordable Refinance Program and Home Affordable Modifica-
tion Program (HAMP). These programs have helped to preserve homeownership for
more than 1 million families. More than 900,000 households in participating trial
modifications under HAMP currently are saving an average of over $500 per month
in mortgage payments. To date, program participants have saved more than $2.2
billion.

And the Federal Housing Administration (FHA) has stepped up to fulfill its coun-
tercyclical role—to temporarily provide necessary liquidity while also working to
bring private capital back to credit markets. Indeed, the FHA has in the past year
alone helped more than 800,000 homeowners refinance into stable, affordable fixed-
rate mortgages and deployed its loss mitigation tools to assist an additional half
million families at risk of foreclosure.

Of course, just as this crisis has touched different communities in different ways,
S0, too, have they rebounded at different paces. As a result, some regions continue
to face difficulty, even as others are moving toward recovery. That is one reason
why the President recently announced $1.5 billion in funding to help families in
States that have suffered an average home price drop of over 20 percent from the
peak—including an innovation fund that will expand the capacity of housing finance
and similar agencies in the areas hardest-hit in the wake of the housing crisis.

The President’s announcement continues the administration’s response to assist
homeowners and stabilize neighborhoods, including through the nearly $2 billion
that HUD has obligated under the Neighborhood Stabilization Program to address
the problem of blighted neighborhoods, targeting hard-hit communities across the
country and including major awards in Ohio, Illinois, New Jersey, Pennsylvania and
other areas that have been deeply affected by the current housing problems. The
administration continues to explore and refine ways to assist homeowners and sta-
bilize neighborhoods struggling with foreclosures.

In addition, HUD has played a key role in implementing the American Recovery
and Reinvestment Act (ARRA), which, according to the nonpartisan Congressional
Budget Office is already responsible for putting as many as 2.4 million Americans
back to work and has put the Nation on track toward a full economic recovery—
and I would like to say a particular word of thanks to this subcommittee for making
our role in that effort possible.

HUD has now obligated 98 percent of the $13.6 billion in ARRA funds stewarded
by the Department—and disbursed $2.9 billion. I would note that a portion of
HUD’s ARRA funding is fully paid out, or expended, only once construction or other
work is complete—just as when individual homeowners pay after they have work
done on their homes. Therefore, some of HUD’s obligated, but not yet expended,
funds are already generating jobs in the hard hit sectors of housing renovation and
construction for the purposes of modernizing and “greening” public and assisted
housing, reviving stalled low-income housing tax credit projects, and stabilizing
neighborhoods devastated by foreclosures. Additional HUD-administered ARRA
funds are providing temporary assistance to families experiencing or at risk of
homelessness in these difficult economic times.

While the economy has a long way to go to reach full recovery, and the promising
indicators emerging steadily are not being experienced by all regions or communities
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equally, it is clear that we have pulled back from the economic abyss on which the
Nation stood a year ago.

ROADMAP TO TRANSFORMATION

HUD'’s fiscal year 2010 budget, then, reflected a singular economic moment. Dur-
ing the last administration, the Department’s annual budget submissions chron-
ically underfunded core programs, and many observers came to regard the agency
as slow moving, bureaucratic, and unresponsive to the needs of its partners and cus-
tomers. HUD’s fiscal year 2010 budget request, $43.72 billion (net of receipts gen-
erated by FHA and the Government National Mortgage Association, or “Ginnie
Mae”) was a 7 percent increase over the fiscal year 2009 enacted level of $40.72 bil-
lion and sent the clear message that HUD’s programs merited funding at levels suf-
ficient to address the housing and community development needs of the economic
crisis. It also reflected this administration’s belief that HUD could transform itself
into the more nimble, results-driven organization required by its increased impor-
tance.

In response to HUD’s fiscal year 2010 budget proposal, Roadmap to Trans-
formation, Congress—with key leadership by this subcommittee, working with your
counterparts in the House—provided a vote of confidence for which I want to ex-
press my deepest appreciation. The fiscal year 2010 appropriations legislation pro-
vided HUD programs $43.58 billion (net of receipts), funding needed to stabilize the
Department’s programs across-the-board. Critically, the budget also targeted $258.8
million to the Department’s proposed Transformation Initiative, the cornerstone of
the agency’s efforts to change the way HUD does business. For the first time, HUD
has the flexibility to make strategic, cross-cutting investments in research and eval-
uation, major demonstration programs, technical assistance and capacity building,
and next generation technology investments to bring the agency fully into the 21st
century.

I appreciate the level of trust this action showed in the new HUD leadership and
Loi)k forward to updating you on the progress we are making with this new flexi-

ility.

INVESTING IN PEOPLE AND PLACES

As a result of all this work—by Congress, HUD and across the administration—
we no longer confront an economy or a Department in extreme crisis. Still, much
work remains, in much changed fiscal circumstances. Now that the economic crisis
has begun to recede, President Obama has committed to reducing the Federal def-
icit, including a 3 year freeze on domestic discretionary spending. HUD’s fiscal year
2011 budget reflects that fiscal discipline. Net of $6.9 billion in projected FHA and
Ginnie Mae receipts credited to HUD’s appropriations accounts, this budget pro-
poses overall funding of $41.6 billion, 5 percent below fiscal year 2010. Not including
FHA and Ginnie Mae receipts, the budget proposal is $1.6 billion above the 2010
funding levels. These figures meant that we had difficult choices to make—and we
chose to prioritize core rental and community development programs, fully funding
section 8 tenant-based and project-based rental assistance, the public housing oper-
ating fund, and CDBG.

Indeed, at the same time, the budget cuts funding for a number of programs, in-
cluding the public housing capital fund, HOME Investment Partnerships, Native
American Housing Block Grants (NAHBG), the 202 Supportive Housing Program for
the Elderly, and the section 811 Supportive Housing Program for Persons with Dis-
abilities. In some instances, these are programs that received substantial ARRA
funding (e.g., public housing capital and NAHBG), reducing the need for funds in
fiscal year 2011. In the case of reductions to new capital grants—in public housing,
section 202, and 811—the Department is recognizing that HUD’s partners must in-
creasingly access other private and public sources of capital as HUD and the Fed-
eral Government are facing severe resource constraints. During this fiscal year, we
will modernize these programs to reflect changed fiscal and operational cir-
cumstances. Simultaneously, the Department has made the difficult decision to tar-
get HUD’s housing investments and target them to their most crucial and catalytic
uses, primarily rental and operating assistance that best enables those partners to
leverage additional resources.

As such, we believe this is a bold budget, with carefully targeted investments that
will enable HUD programs to: house over 2.4 million families in public and assisted
housing (over 58 percent elderly or disabled); provide tenant based vouchers to more
than 2.1 million households (over 47 percent elderly or disabled), an increase of
28,000 over 2009; more than double the annual rate at which HUD assistance cre-
ates new permanent supportive housing for the homeless; and create and retain
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over 112,000 jobs through HUD’s housing and economic development investments
in communities across the country. In total, by the end of fiscal year 2011, HUD
expects its direct housing assistance programs to reach nearly 5.5 million house-
holds, over 200,000 more than at the end of fiscal year 2009.

And in terms of reform, this budget proposes fundamental change beyond the De-
partment’s fiscal year 2010 proposal. A year ago, urgent circumstances called for
HUD’s programs to be taken largely “as is” in order to pump desperately needed
assistance into the economy in time to make a critical difference. With the infusion
of ARRA and fiscal year 2010 funding having stabilized HUD’s programs, the time
has come to begin transforming them—to make HUD’s housing and community de-
velopment programs, and the administrative infrastructure that oversees them,
more streamlined, efficient, and accountable.

This budget is a major step in that direction. Specifically, it seeks to achieve five
overarching goals, drawn from an extensive strategic planning process that engaged
over 1,500 internal and external stakeholders in defining the Department’s high pri-
ority transformation goals and strategies.

GOAL 1.—STRENGTHEN THE NATION’S HOUSING MARKET TO BOLSTER THE ECONOMY
AND PROTECT CONSUMERS

With housing still representing the largest asset for most American households,
it is essential that home prices continue to stabilize in order to restore the con-
fidence of American consumers. Americans held roughly $6.2 trillion in home equity
in the third quarter of 2009, up from its lowest point of $5.3 trillion in the first
quarter of 2009. The central role of housing in the U.S. economy demands that Fed-
eral agencies involved in housing policymaking rethink and restructure programs
and policies to support housing as a stable component of the economy, and not as
a vehicle for over-exuberant and risky investing.

With that in mind, the fiscal year 2011 budget represents a careful, calibrated
balancing of FHA’s three key responsibilities: providing homeownership opportuni-
ties to responsible borrowers, supporting the housing market during difficult eco-
nomic times and ensuring the health of the MMI Fund.

FHA provides mortgage insurance to help lenders reduce their exposure to risk
of default. This assistance allows lenders to make capital available to many bor-
rowers who would otherwise have no access to the safe, affordable financing needed
to purchase a home. As access to private capital has contracted in these difficult
economic times, borrowers and lenders have flocked to FHA and the ready access
it provides to the secondary market through securitization by Ginnie Mae—FHA in-
sures approximately 30 percent of all home purchase loans today and nearly one-
half of those for first-time homebuyers. The increased presence of FHA and others
in the housing market, including Fannie and Freddie, has helped support liquidity
in the purchase market, helping us ride through these difficult times until private
capital returns to its natural levels.

Not only is FHA ensuring the availability of financing for responsible first time
home purchasers, it is also helping elderly homeowners borrow money against the
equity of their homes through the Home Equity Conversion Mortgage (HECM). This
program has grown steadily in recent years, to a volume of $30.2 billion in fiscal
year 2009.

It is also providing several outlets of relief for homeowners in distress. First, and
perhaps most significantly, it is helping homeowners extricate themselves from
unsustainable mortgages by refinancing into 30 year, fixed-rate FHA-insured loans
at today’s much lower rates. Given how important this is as a route to greater bor-
rower stability, we are exploring additional ways to leverage the refinance option
at FHA to help still more distressed homeowners. Further, FHA is continuing to as-
sist those already in FHA-insured loans who are facing difficulty making payments
to stay in their homes through a variety of aggressive loss mitigation efforts, which
have assisted more than half a million homeowners at risk of foreclosure since the
beginning of 2009.

And finally, FHA is playing an important role in protecting homeowners and help-
ing prospective homeowners make informed decisions. It is providing counseling to
homeowners to help them avoid falling into unsustainable loans. And it is fighting
mortgage fraud vigorously on all fronts, having suspended seven lenders, including
Taylor, Bean and Whitaker, and withdrawn FHA-approval for over 300 others since
last summer.

To support these important efforts, the budget includes $88 million for the Hous-
ing Counseling Assistance program, which is the only dedicated source of Federal
funding for the full spectrum of housing counseling services. With these funds we
also plan to continue our work to expand the number of languages in which coun-
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seling is available. In addition, the budget continues FHA’s Mortgage Fraud initia-
tive ($20 million) launched in fiscal year 2010 as well as implementation of sweep-
ing reforms to the Real Estate Settlement and Procedures Act (RESPA) beginning
in January 2010 and the Secure and Fair Enforcement (SAFE) for Mortgage Licens-
ing Act beginning in June 2010.

With this budget, HUD is projecting that FHA will continue to play a prominent
role in the mortgage market in fiscal year 2011. Accordingly, it requests a combined
mortgage insurance commitment limitation of $420 billion in fiscal year 2011 for
new FHA loan commitments for the Mutual Mortgage Insurance (MMI) and General
and Special Risk Insurance (GI/SRI) funds. The proposed total includes $400 billion
under the MMI Fund, which supports insurance of single family forward home
mortgages and reverse mortgages under HECM; and $20 billion under the GI/SRI
Fund, which supports multifamily rental and an assortment of special purpose in-
surance programs for hospitals, nursing homes, and title I lending. The budget re-
quests a direct loan limitation of $50 million for the MMI Fund and $20 million for
the GI/SRI fund to facilitate the sale of HUD-owned properties acquired through in-
surance claims to or for use by low- and moderate-income families.

With FHA’s temporarily increased role, however, comes increased risk and respon-
sibility. That is why FHA has rolled out a series of measures over the last year to
strengthen its risk and operational management. It has hired its first chief risk offi-
cer in its 75 year history and created an entire risk management organization and
reporting structure, tightened its credit standards significantly and, as I mentioned,
expanded its capacity to rein in or shut down lenders who commit fraud or abuse.

On January 20 of this year, Commissioner Stevens proposed taking the following
steps to mitigate risk and augment the MMI Fund’s capital reserves: increase the
mortgage insurance premium (MIP); update the combination of FICO scores and
down payments for new borrowers; reduce seller concessions to industry norms; and
implement a series of significant measures aimed at increasing lender responsibility
and enforcement. And to strengthen its operational capacity, FHA has begun imple-
menting a plan to significantly upgrade its technology infrastructure and increase
its personnel, to ensure that both are in keeping with the increase of its portfolio
and responsibility.

These changes merit additional explanation, as they not only put FHA on firmer
footing and increase reserves, but also generate additional revenues in fiscal year
2011 to contribute to deficit reduction. First, insurance revenues from single family
loan guarantees will grow by increasing the upfront premium to 225 basis points
across all FHA forward product types (purchase, conventional to FHA refinances,
and FHA to FHA refinances). The upfront premium increase was implemented by
mortgagee letter issued on January 21, 2010 and will apply to all applications re-
ceived on or after April 5, 2010.

Second, FHA is also proposing a “two-step” FICO floor for FHA purchase bor-
rowers, which would reduce both the claim rate on new insurance as well as the
loss rate experienced on the claims incurred. Purchase borrowers with FICO scores
of 580 and above would be required to make a minimum 3.5 percent down payment;
and those with FICO scores between 500-579 would be required to make a min-
imum down payment of 10 percent. Applicants below 500 would be ineligible for in-
surance. These changes are being proposed after an exhaustive review of FHA’s ac-
tual claim performance data, which demonstrates that loan performance is best pre-
dicted by a combination of credit score and downpayment—simply raising one ele-
ment without recognizing the impact of the layering of risk factors is not sufficient.
We are considering how these changes might be applied to refinancing borrowers
as well. FHA is proposing to publish the two-step FICO proposal in the Federal Reg-
ister in short order with implementation later in 2010. In combination, these re-
forms—which are already permitted under current law—can be expected to produce
$4.2 billion in offsetting receipts in fiscal year 2011.

In addition, as noted in the proposed budget, while HUD is moving to increase
the upfront premium to 225 basis points we are ultimately planning to reduce that
premium to 100 basis points, offset by a proposed increase in the annual premium
to 85 basis points for loans with loan-to-value ratios (LTV) up to and including 95
percent and to 90 basis points for LTVs above 95 percent. That change to the an-
nual premium will require legislative authority, and we are looking forward to
working with the authorizing committees as part of that effort. This new premium
structure is sound policy. This premium structure is also more in line with GSE and
private mortgage insurers’ pricing, which facilitates the return of private capital to
the mortgage market. Indeed, if these changes are adopted during the current fiscal
year, the estimated value to the MMI Fund would be $200 million in additional
funds each month, providing better underwriting for FHA loans and replenishing
capital reserves.
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If implemented, in combination with the two-step FICO floor, this change in the
premium structure is projected to result in the $5.8 billion in offsetting FHA re-
ceipts reflected in the budget appendix. In sum, FHA has taken the kinds of steps
necessary to make sure that it will remain strong and healthy enough to continue
to fulfill its mission of serving the underserved and playing a vital counter-cyclical
role in the housing market.

GOAL 2.—MEET THE NEED FOR QUALITY AFFORDABLE RENTAL HOMES

Several recent national indicators have pointed to increasing stress in the U.S.
rental housing market. Vacancy rates are on the rise as a result of the dampened
demand and additional supply repurposed from the ownership market. Spreads be-
tween asking rents and effective rents are widening. Asking rents are now $65 high-
er than effective rents (6.6 percent of the effective rent)—the largest gap over the
past 4 years. While some new renters have been the beneficiaries of this softness,
drawing concessions from distressed property owners, the budgets of many more
low-income renters have been strained as household incomes fall, due to unemploy-
ment and lost hours worked.

Loss of income stemming from the recession is likely offsetting affordability gains
from declining rents. Vacancies in the lower end of the market remain considerably
lower than market levels overall, and the number of cost burdened low-income rent-
ers is on the rise. Based on estimates from the 2008 American Community Survey,
8.7 million renter households paid 50 percent or more of their income on housing,
up from 8.3 million renter households in 2007. These figures do not include the over
664,000 people who experience homelessness on any given night.

As HUD Secretary, as well as the current chair of the Interagency Council on
Homelessness under President Obama, I am committed to making real progress in
reducing these tragic figures. To do so requires substantial investment even in this
difficult fiscal year. For this reason, the budget provides $1 billion for capitalization
of the National Housing Trust Fund, to increase development of housing affordable
to the Nation’s lowest income families.

In addition, HUD’s rental assistance and operating subsidy programs have never
been more needed, nor has the imperative to operate them efficiently been clearer.
This budget takes three critical steps to meet this challenge.

Increases Investment in Core Rental Assistance and Operating Subsidy Programs

This budget invests over $2.2 billion more than in fiscal year 2010 to meet the
funding needs of the Tenant-based Rental Assistance (TBRA) program, the Project-
based Rental Assistance (PBRA) program, and the public housing Operating Fund.

Tenant-based Rental Assistance

The section 8 TBRA or Housing Choice Voucher (HCV) program is a cost-effective
means for delivering decent, safe, and sanitary housing to low-income families in
the private market, providing assistance so that participants are able to find and
lease privately-owned housing. In fiscal year 2009, HUD assisted over 2 million fam-
ilies with this program; and, in fiscal year 2010, we plan to assist over 76,000 more
families through new incremental vouchers.

This budget continues HUD’s bedrock commitment to its largest program. The cal-
endar year request for 2011 is $19.6 billion, a $1.4 billion increase over the 2010
Consolidated Appropriations Act and an amount estimated to assist 2.2 million
households. This represents an increase of 34,466 families from fiscal year 2010 pro-
jections and 112,304 more than at the end of fiscal year 2009.

Of the $19.6 billion request, $17.3 billion will cover the renewal of expiring an-
nual contribution contracts (ACC) in calendar year 2011; with $1.8 billion for ad-
ministrative fees; $125 million for tenant protection vouchers; $60 million to support
family self-sufficiency (FSS) activities; and up to $66 million for disaster vouchers
for families affected by Hurricanes Ike and Gustav. In addition, this budget requests
$85 million for incremental vouchers to help homeless individuals, at-risk families
with children, and families with special needs stabilize their housing situation and
improve their health status, as well as $114 million for the shift of the renewal of
mainstream vouchers from the section 811 account to the TBRA account.

Through this budget, the Department reaffirms its commitment to improving the
section 8 program by designing a comprehensive development strategy to improve
HUD Information Technology systems to better manage and administer the voucher
program; implementing an improved section 8 management assessment program
(SEMAP) that will ensure strengthened oversight, quality control, and performance
metrics for the voucher program; continuing the study to develop a formula to allo-
cate administrative fees based on the cost of an efficiently managed PHA operating
the voucher program; developing a study to evaluate current housing quality stand-
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ards and improve the unit inspection process; and eliminating unnecessary caps on
the number of families that each PHA may serve.

Project-based Rental Assistance (PBRA)

PBRA assists more than 1.3 million low- and very low-income households in ob-
taining decent, safe, and sanitary housing in private accommodations. This critical
program serves families, elderly households, disabled households, and provides tran-
sitional housing for the homeless. Through PBRA funding, HUD renews contracts
with owners of multi-family rental housing—contracts that make up the difference
between what a household can afford and the approved rent for an adequate hous-
ing unit in a multi-family development.

HUD is requesting a total of $9.382 billion to meet PBRA program needs. This
includes $8.982 billion to be available in fiscal year 2011 (in addition to the $394
million previously appropriated) and $400 million to be available in fiscal year 2012.
For fiscal year 2011, HUD estimates a need of $8.954 billion of new budget author-
ity for contract renewals and amendments. The need for section 8 amendment funds
results from insufficient funds provided for long-term project-based contracts funded
primarily in the 1970s and 1980s, when long-term contracts (up to 40 years) made
estimating funding needs problematic, leading to frequent underfunding. The cur-
rent practice of renewing expiring contracts for a 1-year term helps to ensure that
the problem of inadequate funded contracts is not repeated. However, some older
long-term contracts have not reached their termination dates and, therefore, have
not yet not entered the 1-year renewal cycle and must be provided amendment
funds for the projects to remain financially viable. The Department estimates that
total section 8 amendment needs in 2011 will be $662 million. The budget request
continues the Department’s commitment to provide full 1-year funding for contract
renewals and amendments.

Public Housing Operating Fund

The public housing Operating Fund provides operating subsidy payments to over
3,100 public housing authorities (PHAs) which serve 1.2 million households in pub-
lic housing. The fiscal year 2011 budget requests $4.8 billion, which will fully fund
the operating fund. Full funding is essential to the proper operation of public hous-
ing, provision of quality housing services to residents, and effective use of capital
fund resources.

Begins to Streamline the Department’s Rental Assistance Programs

It does not take a housing expert to see that HUD’s rental assistance programs
desperately need simplification. HUD currently provides deep rental assistance to
more than 4.6 million households through 13 different programs, each with its own
rules, administered by 3 operating divisions with separate field staff. Too often over
time, additional programs designed to meet the needs of vulnerable populations
were added without enough thought to the disjointed system that would result. This
unwieldy structure ill serves the Department, our Government and private sector
partners, and—most importantly—the people who live in HUD-supported housing.

In my last job, as commissioner of the New York City Department of Housing
Preservation and Development, I personally experienced the challenges of working
with HUD rental assistance to preserve and develop affordable housing at a large
scale. While implementing the city’s 165,000 unit New Housing Marketplace plan,
it was a constant struggle to integrate HUD’s rental assistance streams, and capital
funding resources for that matter, into the local, State, and private sector housing
financing that was absolutely necessary to leverage to get the job done.

But I was willing to deal with the transaction costs of engaging with HUD’s less-
than-ideally aligned subsidy programs for a simple reason: the engine that drives
capital investment at the scale needed, in a mixed-finance environment, is typically
a reliable, long-term, market-based, stream of Federal rental assistance. Histori-
cally, no other mechanism—and no other source of Government funding—has ever
proven as powerful at unlocking a broad range of public and private resources to
meet the capital needs of affordable housing. While highly imperfect, HUD’s rental
assistance programs are irreplaceable.

This said, tolerating the inefficiencies of the status quo is no longer an option. The
capital needs of our Nation’s affordable, Federally-assisted housing stock are too
substantial and too urgent. The Public Housing program in particular has long
wrestled with an old physical stock and a backlog of unmet capital needs that may
exceed $20 billion. (1) To be sure, nearly two decades of concentrated efforts to de-
molish and redevelop the most distressed public housing projects, through HOPE VI
and other initiatives, has paid off. The stock is in better shape overall than it has
been in some time; and (2) the $4 billion in ARRA funds targeted to public housing
capital improvements are further stabilizing the portfolio. But this very progress
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has created a unique—but time limited—opportunity to permanently reverse the
long-term decline in the Nation’s public housing portfolio and address the physical
needs of an aging assisted housing stock.

My many years of experience of dealing with affordable housing on a large scale—
both in New York and overseeing HUD’s multi-family assisted housing programs
during the 1990s—have drilled home two key lessons. First, it is far more costly to
build new units than to preserve existing affordable housing. And, second, an afford-
able housing project can limp along for some time with piecemeal, ad hoc strategies
to address its accumulating capital backlog, but eventually the building will reach
a “tipping point” where its deterioration becomes rapid, irreversible and expensive.
This moment in time calls for a timely, crucial Federal investment to leverage other
resources to the task of maintaining the number of safe, decent public and assisted
housing units available to our Nation’s poor families—an objective that at some
point, soon, will cost the taxpayer substantially more to achieve by other means.

Nor can we afford to sustain the disconnect between HUD’s largest rental and op-
erating assistance programs, given the disproportionate impact of the recession on
the recipients of HUD assistance and the communities where much of HUD’s public
and assisted housing stock remains. More than ever, communities of concentrated
poverty need their public and assisted housing stock—even the most distressed
projects that are the targets of our proposed Choice Neighborhoods Initiative—to
serve as anchors of broader neighborhood revitalization efforts. Simultaneously, in
this challenging economy, tenants of HUD-subsidized projects also need the option
to pursue opportunities for their families in other neighborhoods and communities
as and when they arise, without losing the subsidy that is so crucial to maintaining
their housing stability. Today, we lack the seamless connection that should exist be-
tween HUD’s largest project-based assistance programs—PBRA and public hous-
ing—and the Housing Choice Voucher program, which leaves tenants of PBRA and
public housing with limited ability to move to greater opportunity.

To address these issues and move HUD’s rental housing programs into the hous-
ing market mainstream, HUD proposes to launch an ambitious, multi-year effort
called the transforming rental assistance (TRA) initiative.

This initiative is anchored by four guiding principles:

First, that the complexity of HUD’s programs is part of the problem—and we
must streamline and simplify our programs so that they are less costly to operate
and easier to use at the local level. Ultimately, TRA is intended to move properties
assisted under these various programs toward a more unified funding approach,
governed by an integrated, coherent set of rules and regulations that better aligns
with the requirements of other of Federal, State, local and private sector financing
streams.

Second, that the key to meeting the long-term capital needs of HUD’s public and
assisted housing lies in shifting from the Federal capital and operating subsidy
funding structure we have today—which exists in a parallel universe to the rest of
the housing finance world—to a Federal operating subsidy that leverages capital
from other sources.

Third, that bringing market investment to all of our rental programs will also
bring market discipline that drives fundamental reforms. Only when our programs
are truly open to private capital will we be able to attract the mix of incomes and
uses and stakeholders necessary to create the sustainable, vibrant communities we
need.

And fourth, that we must combine the best features of our tenant-based and
project-based programs to encourage resident choice and mobility. TRA reflects
HUD’s commitment to complementing tenant mobility with the benefits that a reli-
able, property-based, long term rental assistance subsidy can have for neighborhood
revitalization efforts and as a platform for delivering social services. And in a world
where the old city/suburb stereotypes are breaking down, and our metropolitan
areas are emerging as engines of innovation and economic growth, we have to en-
sure our rental assistance programs keep up.

In 2011, the first phase of TRA will provide $350 million to preserve approxi-
mately 300,000 units of public and assisted housing, increase administrative effi-
ciency at all levels of program operations, leverage private capital and enhance
housing choice for residents. With this request, we expect to leverage over $7.5 bil-
lion in other public and private sector capital investment. PHAs and private owners
will be offered the option of converting to long-term, market-based, property-based
rental assistance contracts that include a resident mobility feature, which we are
working to define in close collaboration with current residents, property owners,
local governments and a wide variety of other stakeholders.

Most of the fiscal year 2011 downpayment on TRA, up to $290 million, will be
used to fill the gap between the funds otherwise available for the selected prop-
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erties—in most cases the public housing Operating Fund subsidy—and the first-year
cost of the new contracts. As noted above, a reliable funding stream will help place
participating properties on a sustainable footing from both a physical and a finan-
cial standpoint, enabling owners to leverage private financing to address immediate
and long-term capital needs, and freeing them from the need for annual capital sub-
sidies.

Under this voluntary initiative, HUD will prioritize for conversion public housing
and assisted multifamily properties owned by PHAs. Notably, in this regard, TRA
delivers on the promise of over a decade’s worth of movement in the field of public
housing toward the private sector real-estate model known as “asset-management,”
by finally providing public housing authorities with the resources to successfully im-
plement this model in the projects they will continue to own. Three types of pri-
vately-owned HUD-assisted properties will also be eligible for conversion in this first
phase: section 8 moderate rehabilitation contracts administered by PHAs, and prop-
erties assisted under the Rent Supplement or Rental Assistance Programs. With
this step, we can eliminate three smaller legacy programs that have become “or-
phans” as new housing programs have evolved. This consolidation will preserve
these properties for residents, improve property management, and streamline HUD
oversight to save the taxpayer money.

Much of the remaining funding, up to $50 million, will be used to promote mobil-
ity by targeting resources to encourage landlords in a broad range of communities
to participate in the housing voucher program and to provide additional services to
expand families’ housing choices. A portion of these funds also may be used to offset
the costs of combining HCV administrative functions in regions or areas where lo-
cally-designed plans propose to increase efficiency and effectiveness as part of this
conversion process.

By the spring of 2010, the administration will transmit to the relevant author-
izing committees in Congress proposed legislation to authorize the long-term prop-
erty-based rental assistance contracts, with a resident mobility feature, that would
be funded by the budget request. Enactment of a number of the provisions in the
section 8 Voucher Reform Act is also an integral part of the transforming rental as-
sistance initiative. The administration looks forward to working with Congress to
finalize this vital legislation.

Without this subcommittee’s work on HOPE VI and the Quality Housing and
Work Responsibility Act, this opportunity would never have arisen. In fiscal year
2011, we can together begin to put both public and assisted housing on firm finan-
cial footing for decades to come, and start to meld HUD’s disparate rental assistance
and capital programs into a truly integrated Federal housing finance system. I hope
that you will help HUD make this breakthrough by funding the TRA initiative.

Increases Investment in Proven and Restructured HUD Homeless Assistance Pro-
grams

Fiscal year 2011 also marks the first year for implementation of the Homeless
Emergency Assistance and Rapid Transition to Housing (HEARTH) Act, which—
when signed by President Obama in the spring of 2009—restructured HUD’s home-
less assistance programs to incorporate nearly two decades of research and on-the-
ground experience in confronting homelessness. To support implementation of this
important legislation, the budget requests $2.055 billion for homeless assistance
funding—a nearly $200 million increase compared to fiscal year 2010.

This additional investment in homeless assistance programs is called for even in
a difficult fiscal environment. Culminating in the HEARTH Act, HUD’s homeless
programs have evolved into a more performance-driven, outcome-based system for
targeting and leveraging Federal resources at the local level to combat homeless-
ness. This subcommittee played an indispensable role in this process. In the late
1990s, when less than 20 percent of HUD homeless assistance grants were sup-
porting permanent housing solutions for the most disabled homeless individuals and
families, this subcommittee in fiscal year 1999 joined your colleagues in the House
in requiring that at least 30 percent of these grants be spent annually on the evi-
dence-based practice of permanent supportive housing, and set forth the ambitious
goal of creating 150,000 units of permanent supportive housing for the chronically
ill, chronically homeless. Over time, the research foundation for this targeted invest-
ment has only solidified—attached to my testimony is a summary of key studies,
including several published in the Journal of the American Medical Association,
demonstrating that permanent supportive housing both ends homelessness for indi-
viduals whom many thought would always live on our streets and in shelters, and
saves taxpayers money by interrupting their costly cycling through shelters, emer-
gency rooms, detox centers, prisons, and even hospitals.



82

As a consequence of the permanent housing set aside, maintained each year by
this subcommittee, HUD’s homeless assistance grants produced an average of 8,878
permanent supportive housing beds annually from fiscal year 2001 through fiscal
year 2008, and a cumulative total of 71,000 beds, with an increasing percentage tar-
geted to the chronically homeless (66 percent in fiscal year 2008 compared to 53 per-
cent in fiscal year 2005, the first year HUD tracked such data). The impact was
clear and dramatic. In the 4 years from 2005 through 2008, the number of chron-
ically homeless individuals dropped by 30 percent, certainly one of the greatest so-
cial welfare policy achievements of the past decade.

One of the key provisions of the HEARTH Act was its codification of the 30 per-
cent permanent housing set aside pioneered by this subcommittee. Coupled with the
level of funding this budget requests, and the alignment of homeless assistance
grants with other HUD rental assistance subsidies (1 year terms), this provision is
projected to yield over 9,500 new units of permanent supportive housing for disabled
individuals and families. This will enable continued progress toward ending chronic
homelessness.

The HEARTH Act also codifies the unique competitive process, known as the con-
tinuum of care (“CoC”), in which HUD homeless assistance funding and priorities
are incorporated within a robust local planning and implementation process. The
CoC system provides a coordinated housing and service delivery system that enables
communities to plan for and provide a comprehensive response to homeless individ-
uals and families. Communities have worked to establish more cost-effective contin-
uums that identify and fill the gaps in housing and services that are needed to move
homeless families and individuals into permanent housing. The CoC is an inclusive
process that is coordinated with non-profit organizations, State and local govern-
ment agencies, service providers, private foundations, faith-based organizations, law
enforcement, local businesses, and homeless or formerly homeless persons. This
planning model is based on the understanding that homelessness is not merely a
lac%i of shelter, but involves a variety of unmet needs—physical, economic, and so-
cial.

Fiscal year 2011 marks the first year for implementation of this and other key
features of the HEARTH legislation including: increased investment in the evidence-
based practice of homelessness prevention; improvement in the accuracy of the defi-
nition of homelessness; support for the project operation and local planning activi-
ties needed to continue the movement of the HUD-supported homeless assistance
system to a more performance-based and outcome-focused orientation; and provision
of assistance that better recognizes the needs of rural communities.

In this period of economic hardship, which in many respects mirrors the early
1980s when widespread homelessness reappeared for the first time since the Great
Depression, communities will need all of the tools authorized by the HEARTH Act—
and the additional resources requested in this budget—to meet the needs of those
experiencing homelessness, including too many of our Nation’s veterans. In par-
ticular, I am concerned that HUD’s Annual Homeless Assessment Report data
showed a 9 percent rise in family homelessness from 2007-2008 and the Depart-
ment’s more recent quarterly PULSE data from a small number of geographically
diverse localities across the country that suggests a continued increase in homeless-
ness.

GOAL 3.—UTILIZE HOUSING AS A PLATFORM FOR IMPROVING QUALITY OF LIFE

A growing body of evidence points to the role housing plays as an essential plat-
form for human and community development. Stable housing is the foundation upon
which all else in a family’s or individual’s life is built—absent a safe, affordable
place to live, it is next to impossible to achieve good health, positive educational out-
comes, or reach one’s full economic potential. Indeed, for many persons with disabil-
ities living in poverty, lack of stable housing leads to costly cycling through crisis-
driven systems like emergency rooms, psychiatric hospitals, detox centers, and even
jails. By the same token, stable housing provides an ideal launching pad for the de-
livery of healthcare and other social services focused on improving life outcomes for
individuals and families. As noted above, a substantial level of research has estab-
lished, for example, that providing permanent supportive housing to chronically ill,
chronically homeless individuals and families not only ends their homelessness, but
also yields substantial cost savings in public health, criminal justice, and other sys-
tems—often nearly enough to fully offset the cost of providing the permanent hous-
ing and supportive services. More recently, scholars have focused on housing sta-
bility as an important ingredient for children’s success in school—unsurprisingly,
when children are not forced to move from place to place and school-to-school, they
are more likely to succeed academically.
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Capitalizing on these insights, HUD is launching efforts to connect housing to
services that improve the quality of life for people and communities. The fiscal year
2011 budget proposes the following important initiatives:

Connects Formerly Homeless Tenants of HUD-housing to Mainstream Supportive
Services Programs

The Department requests $85 million for incremental voucher assistance for the
new Housing and Services for Homeless Persons Demonstration to support
groundbreaking collaborations with the Department of Health and Human Services
(HHS) and the Department of Education. This demonstration is premised on the ad-
ministration’s firm belief that targeted programs alone cannot end homelessness.
Mainstream housing, health, and human service programs will have to be more fully
engaged to prevent future homelessness and significantly reduce the number of fam-
ilies and individuals who are currently homeless. Two separate initiatives will be
funded in an effort to demonstrate how mainstream programs can be aligned to sig-
nificantly impact homelessness.

One initiative will focus on individuals with special needs who are homeless or
at risk of homelessness. This initiative is designed to model ways that resources
across HUD and HHS can be brought to bear to address the housing and service
needs of this vulnerable population. Recently released data shows that over 42 per-
cent of the homeless population living in shelters has a disabling condition. The
demonstration would combine Housing Choice Vouchers with health, behavioral
health and other support services to move and maintain up to 4,000 chronically
homeless individuals with mental and substance use disorders into permanent sup-
portive housing.

Vouchers will be targeted to single, childless adults who are homeless and who
are already enrolled in Medicaid through coverage expansion under State Medicaid
waivers or State only initiatives. In addition, HHS is seeking $16 million in its fiscal
year 2011 budget request to provide wraparound funding through grants adminis-
tered by the Substance Abuse and Mental Health Services Administration to pro-
mote housing stability and improvements in health outcomes for this population.
HUD and HHS will jointly design the competitive process and conduct and evalua-
tion to determine: (1) the cost savings in the healthcare and housing systems of the
proposed approach; (2) the efficacy of replication; and (3) the appropriate cost-shar-
ing among Federal agencies for underwriting services that increase housing stability
and improve health and other outcomes.

Another initiative will establish a mechanism for HUD, HHS and Department of
Education programs to be more fully engaged in stabilizing homeless families, ulti-
mately resulting in reducing the costs associated with poor school performance and
poverty. This initiative strategically targets these resources to: (1) identify families
who are homeless or at risk of homelessness, (2) intervene with the appropriate
array of housing assistance, income supports, and services to ensure that the family
does not fall into the shelter system or onto the street (or if already homeless that
the family is stably housed and does not return to homelessness), and (3) provide
the tools necessary to assist the family to build on its resources to escape poverty
and reach its highest possible level of economic security and self-sufficiency.

HUD will make available a minimum of 6,000 Housing Choice Vouchers on a com-
petitive basis and jointly design the competitive process with HHS and the Depart-
ment of Education. Winning proposals will have to show that the new vouchers are
being targeted to communities with high concentrations of homeless families. With
guidance from HHS, States will need to demonstrate how they will integrate HUD
housing assistance with other supports—including TANF—these families will need
to stabilize their housing situation, foster healthy child development, and prepare
for, find, and retain employment. HHS will provide guidance to State TANF agen-
cies and other relevant programs to explain this initiative and their role in both the
application for the vouchers and the implementation of the program. DOE will as-
sist with identifying at-risk families with children through their network of school
based homelessness liaisons, and providing basic academic and related supports for
the children. Locally, applicants will need to show that they have designed a well-
coordinated and collaborative program with the TANF agency, the local public
schools, and other community partners (e.g., Head Start, child welfare, substance
abuse treatment, etc.).

Collectively, these initiatives represent an unprecedented, “silo-busting” align-
ment of Federal resources to address the needs of some of the country’s most vulner-
able individuals and families. At the same time, we believe they will save the tax-
payer significantly in the long run. This innovative approach will also involve some
collaboration across subcommittee jurisdictional lines, and we look forward to work-
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ing with the members of this panel in determining how best to facilitate that joint
action.

Modernizes the 202 and 811 Supportive Housing Programs for the Elderly and Dis-
abled

As the Department begins the process of restructuring its rental assistance pro-
grams, it must also ensure that its programs providing capital grants and rental as-
sistance that are sized to the actual costs to operate a project (“budget-based” or
“operating cost-based”) are well designed for the world of housing finance in the 21st
century. Beyond public and assisted housing—the focus of the TRA initiative—the
most prominent examples of such funding streams are the section 202 and 811 pro-
grams, which couple housing and services for the Nation’s poor elderly and disabled,
respectively.

Although they have provided critical housing for thousands of residents, these
programs are in need of modernization. Project sponsors no longer receive enough
funding per grant for the 202 and 811 programs to be a “one-stop shop” to capitalize
and sustain a project, yet they are subject to a level of bureaucratic oversight that
suggests they are. This regulatory structure also makes it difficult for project spon-
sors to work with other financing streams, such as low income housing tax credits,
even as the average grant size requires accessing other capital sources. As a result,
project development is slowed and, coupled with outdated geographic allocation for-
mulae, limited resources are spread too thin to reach scale at either the project or
national programmatic levels. In 2009, the 202 program produced only 3,049 units
with an average project size of 44 units and the 811 program produced only 661
units with an average project size of 10 units.

Already 10 times as many units are produced under the Low Income Housing Tax
Credit program. And under the status quo, the total annual production of units will
continue to decrease as the cost of supporting existing 811/202 properties consumes
more and more of the overall funding allocation. This threatens to make the pro-
grams increasingly marginal for the Nation’s elderly and disabled.

Accordingly, HUD requests a suspension of funding for section 202 and 811 Cap-
ital Advance Grants in fiscal year 2011 in order to redesign the programs to better
target their resources to meet the current housing and supportive service needs of
frail elderly and disabled very low-income households. The redesigned programs will
maximize HUD’s financial contribution through enhanced leveraging requirements
and will also encourage or require partnerships with HHS and other services fund-
ing streams to create housing that, while not medically licensed, still effectively
meets the needs of very low-income elderly and disabled populations unable to live
fully independently. The program reforms for both 202 and 811 will include the fol-
lowing: (1) new requirements to establish demand to ensure meaningful impact of
dollars awarded; (2) raised threshold for sponsor eligibility to ensure the award of
funds only to organizations with unique competency to achieve the program goals;
(3) streamlined processing to speed development timeframes; (4) broader benefits of
program dollars achieved by facilitating supportive services provided by Medicaid/
Medicare Waiver programs such as the Program of All-inclusive Care for the Elderly
(PACE) model services to 202 project residents, (5) encouraging better leveraging of
other sources of funding, such as low income housing tax credits and (6) integrating
811 programs within larger mixed finance, mixed use projects.

GOAL 4.—BUILD INCLUSIVE AND SUSTAINABLE COMMUNITIES FREE FROM
DISCRIMINATION

The Department’s approach to this objective is informed by the Obama adminis-
tration’s landmark, Federal Government-wide review of “place-based” policies for
the first time in over three decades.

Place is already at the center of every decision HUD makes. HUD’s programs
today reach nearly every neighborhood in America—58,000 out of the approximately
66,000 census tracts in the United States have one or more units of HUD assisted
housing. But we have taken this opportunity to renew our focus on place, with the
result that the proposed fiscal year 2011 budget allows HUD to better nurture sus-
tainable, inclusive neighborhoods and communities across America’s urban, subur-
ban, and rural landscape.

One aspect of HUD’s refined place-based approach involves making communities
sustainable for the long-term. Sustainability includes improving building level en-
ergy efficiency, cutting carbon emissions through transit-oriented development, and
taking advantage of other locational efficiencies. But sustainability also means cre-
ating “geographies of opportunity,” places that effectively connect people to jobs,
quality public schools, and other amenities. Today, too many HUD-assisted families
are stuck in neighborhoods of concentrated poverty and segregation, where one’s zip
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code predicts poor educational, employment, and even health outcomes. These neigh-
borhoods are not sustainable in their present state.

This budget lays the groundwork for advancing sustainable and inclusive growth
patterns at the metropolitan level, communities of choice at the neighborhood scale,
and energy efficiency at the building scale. Specifically, the fiscal year 2011 budget
calls for the following series of programs and funding levels.

Supports and Improves the Federal Government’s Premier Community Development

Program

The economic downturn and foreclosure crisis have significantly depleted re-

sources in State and local governments while increasing demand for services. Rev-
enue declines often turn quickly into layoffs and cuts in services for the poor. Mean-
while, community development investments have a heightened role in economic re-
development and stabilization for neighborhoods and regions across the country.
During these difficult economic times, it is critical that the administration support
and enhance community development programs and to partner with grantees in de-
veloping strategies to increase economic vitality, build capacity, and build sustain-
able communities and neighborhoods of opportunity. Since 1974, the Community De-
velopment Block Grant (CDBG) program has provided formula grants to cities and
States to catalyze economic opportunity and create suitable living environments
through an extensive array of community development activities.

The fiscal year 2011 budget proposes a total of $4.380 billion for the Community

Development Fund, which includes:

—$3.99 billion for CDBG formula distribution, to meet the President’s campaign
promise to fully fund CDBG. Simultaneously, the Department proposes a num-
ber of improvements to the CDBG program, including revamping the consoli-
dated plans developed by State and local governments, greater accountability,
and better performance metrics.

—$150 million in funding for the second year of the Sustainable Communities Ini-
tiative. The initiative has four components in 2011, described below. HUD plans
to Wfl‘k with the relevant authorizing committees in order to refine these pro-
posals.

—Sustainable Communities Planning Grants administered by HUD in collabo-
ration with the Department of Transportation (DOT) and the Environmental
Protection Agency (EPA). These grants will catalyze the next generation of in-
tegrated metropolitan transportation, housing, land use and energy planning
using the most sophisticated data, analytics and geographic information sys-
tems. Better coordination of transportation, infrastructure and housing in-
vestments will result in more sustainable development patterns, more afford-
able communities, reduced greenhouse gas emissions, and more transit-acces-
sible housing choices for residents and firms.

—Sustainable Communities Challenge Grants to help localities implement Sus-
tainable Communities Plans they will develop. These investments would pro-
vide a local complement to the regional planning initiative, enabling local and
multi-jurisdictional partnerships to put in place the policies, codes, tools and
critical capital investments to achieve sustainable development patterns.

—The creation and implementation of a capacity-building program and tools
clearinghouse, complementing DOT and EPA activities, designed to support
both Sustainable Communities grantees and other communities interested in
becoming more sustainable.

—A joint HUD-DOT-EPA research effort designed to advance transportation
and housing linkages at every level our agencies work on.

—$150 million for the Catalytic Investment Competition Grants program to create
jobs by providing economic development and gap financing to implement tar-
geted economic investment for neighborhood and community revitalization. For
too long, communities have lacked the kind of place-based, targeted, “game-
changing” Federal capital investment program in the community and economic
development arena that HOPE VI has proven to be with respect to severely dis-
tressed public housing. The Catalytic Investment Competition would rectify that
imbalance by providing “gap financing” for innovative, high impact economic de-
velopment projects at scale that create jobs. The program will create a competi-
tive funding stream that is responsive to changes in market conditions,
leverages other neighborhood revitalization resources (including formula CDBG
funds), and ultimately increases the economic competitiveness of distressed
communities and neighborhoods.

Under this proposal, my office would be permitted to consider how much and
to what extent the project will complement and leverage other community de-
velopment and revitalization activities such as the Choice Neighborhoods Initia-
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tive, Promise Neighborhoods, HOPE VI, Sustainable Communities, or other
place-based investments in targeted neighborhoods to improve economic viabil-
ity, extend neighborhood transformation efforts, and foster viable and sustain-
able communities. Applicants must develop a plan that includes measurable
outcomes for job creation and economic activity, exhibit capacity to implement
such plan, and demonstrate approval for the plan from the local jurisdiction.
Applicants will be required to leverage other appropriate Federal resources, in-
cluding but not limited to, Community Development Block Grant formula fund-
ing and section 108 Loan Guarantees. This will support HUD’s effort to partner
with grantees to more effectively target community development investments
towarg neighborhoods with greatest need, disinvestment, or potential for
growth.

Enhances and Broadens Capacity Building for our Partners

The fiscal 2011 budget provides $60 million for a revamped Capacity Building pro-
gram. HUD must embrace a 21st century vision for supporting the affordable hous-
ing and community development sector and will reframe the section 4 program, in-
cluding renaming the program “Capacity Building”, in order to reflect that vision.
The objective is to expand HUD’s funding capabilities, and encourage open competi-
tion through mainstream and consistent program funding for these activities.

Working with cities and States to readily understand how to meet the needs of
their communities, leverage private and other kinds of resources, and align existing
programs is fundamental to building resilience in tough economic times. Increasing
capacity at the local level is critical as jurisdictions partner with the administration
in implementing key initiatives such as Choice Neighborhoods, Sustainable Commu-
nities, and the Catalytic Competition and work to restore the economic vitality of
their communities. This enhanced program will include local governments as tech-
nical assistance service recipients.

Takes Choice Neighborhoods to Scale

The administration will also propose authorizing legislation for Choice Neighbor-
hoods, funded at $65 million in fiscal year 2010 on a demonstration basis, and at
$250 million in the budget. I am appreciative that Congress was willing to fund
Choice Neighborhoods on a demonstration basis in fiscal year 2010, and HUD is
now requesting that the program be expanded to a level where its impact can be
significantly broader.

This initiative will transform distressed neighborhoods where public and assisted
projects are concentrated into functioning, sustainable mixed-income neighborhoods
by linking housing improvements with appropriate services, schools, public assets,
transportation, and access to jobs. A strong emphasis will be placed local community
planning for school and educational improvements including early childhood initia-
tives. Choice Neighborhood grants would build upon the successes of public housing
transformation under HOPE VI to provide support for the preservation and rehabili-
tation of public and HUD-assisted housing, within the context of a broader approach
to concentrated poverty. In addition to public housing authorities, the initiative will
involve local governments, non profits and for profit developers in undertaking com-
prehensive local planning with input from the residents and the community.

Additionally, HUD is placing a strong emphasis on coordination with other Fed-
eral agencies, with the expected result that Federal investments in education, em-
ployment, income support, and social services will be better aligned in targeted
neighborhoods. To date, the Departments of Education, Justice and HHS are work-
ing with HUD to coordinate investments in neighborhoods of concentrated poverty,
including those targeted by Choice Neighborhoods. Again, we will be working with
the House and Senate authorizing committees on these efforts.

Protects Consumers From Discrimination in the Housing Market and Affirmatively
Furthers the Goals of the Fair Housing Act

The budget proposes $61.1 million in support of the fair housing activities of HUD
partners. Some sources estimate that more than 4 million acts of housing discrimi-
nation occur each year. To meaningfully address that level of discrimination, the De-
partment, in addition to directing its own fair housing enforcement and education
efforts, must engage outside partners. Therefore, this budget funds State and local
government agencies to supplement HUD’s enforcement role through the Fair Hous-
ing Assistance Program (FHAP) and provides funding also to nonprofit fair housing
organizations that provide direct, community-based assistance to victims of discrimi-
nation through the Fair Housing Initiatives Program (FHIP). The entities partici-
pating in the two programs both help individuals seek redress for discrimination
they have suffered and help eliminate more wide-scale systemic practices of dis-
crimination in housing, lending, and other housing-related services. This budget pro-



87

vides $28.5 million to State and local agencies in the FHAP and $32.6 million to
fair housing organizations through the FHIP.

While this budget does not continue a $10 million initiative within the FHIP pro-
gram, funded in fiscal year 2010, specifically directed at mortgage lending discrimi-
nation, fair housing funding, generally, and FHIP funding, in particular, remains
substantially higher than in fiscal year 2009. Overall, the $61.1 million requested
this year for fair housing activities overall represents a 12 percent increase over the
fiscal year 2009 enacted level of $53.5 million, and the $32.6 million requested for
FHIP, in particular, is fully 18 percent above the $27.5 million in fiscal year 2009.

Since its passage in 1968, the Fair Housing Act has mandated that HUD shall
“affirmatively further fair housing” in the operation of its programs. This requires
that HUD and recipients of HUD funds not only prohibit and refrain from discrimi-
nation in the operation of HUD programs but also take pro-active steps to overcome
effects of past discrimination and eliminate unnecessary barriers that deny some
populations equal housing opportunities. To assist recipients in meeting these obli-
gations, the Department is revising its regulations to clearly enumerate the specific
activities one must undertake to “affirmatively further fair housing” and the con-
sequences for failure to comply. To support this effort, $2 million of the FHIP budget
will support a pilot program whereby fair housing organizations help HUD-funded
jurisdictions comply with these regulations.

Finally, I want to emphasize that as HUD works through the Choice Neighbor-
hoods initiative and across all of its programs to revitalize neighborhoods, as well
as enable families to choose to move to other neighborhoods with lower poverty and
greater economic opportunity, HUD will strive to ensure that newly revitalized
neighborhoods remain affordable, inclusive places for low-income people to live.

GOAL 5.—TRANSFORM THE WAY HUD DOES BUSINESS

In light of recent natural disasters and the housing and economic crises, last year
HUD saw a pressing need for adaptability and change. To become an innovative
agency with the capacity to move beyond legacy programs, shape new markets and
methods in the production and preservation of affordable housing, green the Na-
tion’s housing stock, and promote sustainable development in communities across
America, the Department had to remake itself.

To accelerate the Department’s transformation, the fiscal year 2011 budget makes
the following vital reforms.

Develops a Basic Data Infrastructure and Delivers on Presidential Research and
Evaluation Priorities

HUD requests $87 million for the Office of Policy Development and Research, an
increase of $39 million from fiscal year 2010, to continue the transformation of
PD&R into the Nation’s leading housing research organization. The role of housing
issues in starting the economic crisis, and the importance of housing issues to the
Nation’s economy, shows the urgent need for this housing research. These funds
would be used for three critical activities:

Basic Data Infrastructure—Continue the investment made in fiscal year 2010 to
support the collection and dissemination of the core data needed to support effective
decisionmaking about housing. HUD’s request for this purpose is $55 million, which
is $7 million more than the fiscal year 2010 appropriated level of $48 million. This
will be used to conduct housing surveys—including full funding for the American
Housing Survey—support enhanced research dissemination and clearinghouse ac-
tivities, and underwrite a Young Scholars research program.

Presidential Research and Development Initiative.—As part of the administration’s
Research and Development initiative that is tied to the President’s national goals
of energy, health and sustainability, the Department proposes to administer $25
million for research on the linkages between the built environment and health, haz-
ard risk reduction and resilience, and the development of innovative building tech-
nologies and building processes.

Presidential Evaluation Initiative.—Also for fiscal year 2011, the President is pro-
posing to fund rigorous evaluations of critical programs to inform future policy dis-
cussions. The $7 million proposed will supplement funding from the Transformation
Initiative set-aside to support rigorous evaluations of the Family Self-Sufficiency
Program, potential Rent Reform strategies, and the Choice Neighborhoods program.

Maintains the Department’s Existing Technology Infrastructure

HUD requests $315 million for the Working Capital Fund, to cover the steady
State operations, corrective maintenance of HUD’s existing technology systems, and
the re-competition of HUD’s infrastructure support contract. As with fiscal year
2010, this does not include the “next generation technology” development that would
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be funded through the Transformation Initiative, as described below. The bulk of
the fiscal year 2011 request ($243.5 million) would be in the form of a direct appro-
priation. In addition, HUD seeks a $71.5 million transfer from FHA to pay for its
share of infrastructure costs and system maintenance.

Provides Flexibility and Resources Needed to Fuel Agency Transformation

As in fiscal year 2010, the Department again seeks the authority to set-aside up
to 1 percent of HUD’s total budget for an agency wide Transformation Initiative.

HUD’s fiscal year 2010 Transformation Initiative was intended to indeed be trans-
formational. The resources it provides are allowing us to take long-overdue steps to
upgrade and modernize our Department and allow it to function as a 21st century
organization. As one example, it is helping us replace computer programs written
in COBOL in the 1980s with those written in the flexible and powerful languages
of 2010. In addition, HUD has not conducted a major demonstration since the 1990s,
when the Moving to Opportunity study was conducted. This demonstration is still
yielding important evidence on how mobility and rental assistance interact that
guides policy. And local government capacity to effectively use Federal resources
varies widely and leaves some communities at risk of always lagging the pack.

Further, even in the instance that efforts such as technical assistance were ade-
quately funded, they were funded in silos—making cross-cutting initiatives that
achieve the biggest bang for the buck next to impossible.

The TI approach we propose—allowing for the flexibility to take up to 1 percent
of our budget and devoting it to four key areas—is similar to the approach applied
by most cutting-edge institutions. This recognizes not only the need to have targeted
funding to overhead—but the ability to respond to changing circumstances that may
require overhead to consume an increased share of the budget, a change in the mix
of activities funded and cross-cutting initiatives.

While reprogramming requests to the Appropriations Committee provide some
flexibility along these lines, these are inherently limited in comparison to TI funding
because of absolute caps in statutory appropriations accounts.

The flexibility inherent in this TI structure allows for the more nimble, responsive
agency required in a long budget process where individual research ideas or invest-
ment proposals made in January might have been usurped by developments through
the course of the year. A good example would be the $50 million in Neighborhood
Stabilization technical assistance HUD made available to communities through
ARRA. Full funding of the Transformation Initiative will enable HUD to take such
an approach to scale and continue the delivery of a new level of technical assistance
and capacity building to Federal funding recipients, recognizing that human capital,
technical competence and institutional support are critical for the success of HUD’s
partner organizations.

And while we appreciate that the subcommittee did recognize this reality in fund-
ing this effort for fiscal year 2010 at $258 million, which has begun an important
process of increasing investment and bridging silos, we renew our request for au-
thority to use up to 1 percent. I would note that this past year we received 110
groundbreaking research, information technology and technical assistance proposals
internally—but we were only able to fund a little over one-half of these requests.
Further, of the demonstrations and IT projects that were funded in 2009, many
were multi-year projects that we have had to plan and operate, in all but the most
urgent circumstances, with single-year funding.

Salaries and Expenses Central Fund.—Building on the principle of the Trans-
formation Initiative, the budget requests the creation of a Salaries and Expenses
Central Fund, funded through a 1 percent transfer from each of HUD’s salaries and
expenses accounts. The Fund will provide targeted, temporary infusions of resources
to any of HUD’s program offices in order to increase our responsiveness to unantici-
pated crises and new challenges through the hiring of staff with appropriate exper-
tise. One example of how this type of funding might be used would be in the in-
stance of a national disaster—in response to which HUD would be expected to play
a key role. Another would be FHA, which inside of 3 years has temporarily ex-
panded from insuring 2 percent of the market to, as mentioned previously, approxi-
mately one-third.

As you know, HUD staff has been meeting with the bipartisan, bicameral appro-
priations staff to discuss our plans in this area, and have recently submitted a de-
tailed report on our proposals. And so, while I appreciate the level of trust this sub-
committee showed in HUD leadership for fiscal year 2010, I would hope that the
progress we have demonstrated and the extraordinary need to build on these suc-
cesses would warrant full funding for the coming fiscal year.
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CONCLUSION

In sum, this budget continues the transformation begun with the 2010 budget—
a budget I recognize simply would not have been possible absent the leadership and
commitment of this subcommittee. With the housing market showing signs of sta-
bilization, our economy beginning to recover and the need for fiscal discipline crystal
clear, now is the moment to reorient HUD for the challenges of the 21st century—
retooling its programs and initiatives so it can better fulfill its mission to serve
American households and communities more effectively and more efficiently over
decades to come. I am proud of the progress we have begun to make in these areas
with this subcommittee’s support, and I look forward to our continued progress
through the proposals outlined in the fiscal year 2011 budget. Thank you again for
the opportunity to appear before you to discuss HUD’s proposed budget. And with
that, Madam Chairwoman, I would be glad to answer any questions.

—HUD is currently conducting a definitive Capital Needs study of the public
housing portfolio.

—Preserving Safe, High Quality Public Housing Should Be a Priority of Federal
Housing Policy, Barbara Sard and Will Fischer, October 8, 2008 (noting that “90
percent of developments meet or exceed housing quality standards, although
most developments are more than 30 years old, and many will need rehabilita-
tion.”).

FHA

Senator MURRAY. Thank you very much for your statement, Mr.
Secretary.

Let me start because you talked a little bit about your opening
statement, I did as well, that OMB and CBO differ considerably on
the amount of receipts that they estimate FHA mortgages are
going to generate in fiscal year 2011, a difference of about $4 bil-
lion. How would a reduction of that magnitude impact HUD pro-
grams?

Secretary DONOVAN. Obviously, that kind of reduction would be
substantial. Again, let me point to the fact that CBO does agree
that the changes we are proposing in legislation would have a posi-
tive impact on the fund.

My FHA Commissioner is testifying today on the House side in
front of the authorizing committee on those changes. I believe it is
critical that we do get the authority to increase our annual pre-
mium and that we continue to do the kind of risk management
changes and others that we need. CBO fundamentally agrees that
those changes will add to the receipts.

We have begun to work closely with CBO to look at the reasons
for the discrepancy. We would be happy to work closely with this
subcommittee, as well as the Budget Committee, to look at the rea-
sons for that discrepancy. Obviously, as you know, while the CBO
view is important, it is ultimately advisory, and the Budget Com-
mittee can make a determination on its own about which of the
forecasts make the most sense and what it is going to choose as
the path for the budget.

And I would further add that, as I mentioned in my testimony,
we have substantially increased our capacity at FHA to monitor
the health of the fund, made numerous changes and improvements
in the way we project it. And in fact, thus far this year, we are run-
ning ahead of our projections in terms of losses and receipts to the
FHA Fund.

I would also add that to ensure that we were being conservative
in the President’s budget we did use a relatively conservative house
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price forecast that has been below what has actually happened in
the housing market since then.

So for all of those reasons, I continue to be confident in our pro-
jections, and we would be happy to provide whatever information
you and the Budget Committee might need to make a final deter-
mination about the path of the budget.

Senator MURRAY. And are you working with the Budget Com-
mittee on that?

Secretary DONOVAN. We have been working closely with OMB on
it, and they have been leading discussions with the Budget Com-
mittee.

Senator MURRAY. Okay. Well, one of the paths that you just
talked about had to do with increasing the premiums on the FHA
mortgages, those premiums that are used to cover any claims on
mortgages. But the losses in recent years have caused the capital
reserve for the FHA to fall below that mandatory 2 percent. In
order to recapitalize that, you are planning on increasing the pre-
miums.

Under existing authority, FHA will increase up front, I think,
2.25 percent in April. But you also are saying you need authorizing
language to do that. How is your progress going with the author-
izing language, with the authorizing committees on that?

INCREASE IN ANNUAL PREMIUM

Secretary DONOVAN. So we have proposed and we do have the
current authority to raise the upfront premium to 2.25 percent. We
believe, and I think there is broad agreement, however, that it is
a better approach, both safer for homeowners and ultimately better
for the health of the FHA Fund, to have a combination of an in-
creased upfront premium, as well as an increase in the annual pre-
mium. And we currently do not have the authority to raise the an-
nual premium. That is the authority that we are seeking through
legislation.

We have had numerous meetings with both sides of the aisle on
the authorizing committees; have heard a lot of support. In fact,
Ranking Member Capito introduced her own bill yesterday that in-
cluded a broad range of the proposals that we have. And so, I am
encouraged by the progress that we are making with the author-
izing committees on that.

I would make two other notes. One is that not only is increasing
the premiums something that is important for the health of the
fund, but in addition to that, increasing the premiums, I think, is
the single most important thing FHA can do to encourage the pri-
vate market to return. We are already hearing, once we announced
the increase in our upfront premiums, a number of private mort-
gage insurers and others beginning to move back into the market.
And so, I think it

Senator MURRAY. Once you announced the 2.25 percent?

Secretary DONOVAN. The 2.25 percent. And so, I believe it is im-
portant, given that we believe FHA’s current role is a temporary
role, that we want to see the private market return, that raising
the premiums sends the right signal to the broader market and
will help others return to the market.
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The last thing I would note is that we do have the current au-
thority to raise the upfront premium even further. So increased re-
ceipts along the lines proposed in the budget are not completely de-
pendent on the legislation.

Senator MURRAY. Increase above the 2.257

Secretary DONOVAN. Above the 2.25.

Senator MURRAY. Do you have authority to do that without——

Secretary DONOVAN. We do have the ability to go up to 3 percent
currently. However, and again, there is wide agreement on this, it
is a better path not to raise the upfront premium that far or even
to keep it at the 2.25 that we have already proposed to raise it to,
but to increase the annual premium further in order to provide
more security for homeowners as well and a better deal for home-
owners and to build the fund more quickly.

Senator MURRAY. Are you making any progress in the Senate
Banking Committee?

Secretary DONOVAN. We have had very good discussions with
them on it as well. The House has taken the lead with their own
bill, but we have heard bipartisan support around many of the
changes that we have proposed.

Senator MURRAY. If we were to get that kind of legislation
passed, when would you anticipate the capital reserve funds will be
at or above the required 2 percent? How long would it take?

Secretary DONOVAN. Based on our numbers, we believe that the
2 percent is achievable by 2012 or 2013, based on conservative as-
sumptions in house prices.

Senator MURRAY. When would the legislation have to be enacted
in order to have that date?

Secretary DONOVAN. One of the keys about getting the legislation
enacted as quickly as possible is that our estimates are that every
month sooner we get the legislation is another $300 million in net
receipts to the FHA Fund. So every month that we get that either
later or earlier has a $300 million impact on those funds.

STATE OF THE HOUSING MARKET

Senator MURRAY. Okay, all right. Well, let me move on.

It seems that every day there is a new report out there on the
state of the housing market. But the reality is that economists
often arrive at completely different conclusions from the same
housing market data.

You have testified that housing prices have held steady or risen
since last April, which provides reason for optimism. However, in
January, new home sales plummeted to the lowest level in 50
years, and many regions in my State continued to experience some
severe home value losses.

Do the reductions in home sales that we saw in January make
you concerned about the stability of the market, and when do you
expect that we may see home prices stabilize?

Secretary DONOVAN. What I would say about that data, widely
expected with the original expiration of the home buyer tax credit
that there would be a decline in sales during December and Janu-
ary. I would say that the decline in January was somewhat worse
than expected. Part of that was weather driven, frankly. But even
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beyond that, there were, I think, notes of concern that we took
from those numbers.

I think what it highlights most of all is that the levels of prices
in home sales continue to be fragile. They are still above where
they were a year earlier, which is, I think, an important bench-
mark. But one of the reasons we supported the extension of the
home buyers tax credit, as well as we continue to support the im-
portance of FHA, the GSEs, and other interventions keeping inter-
est rates low is that we are concerned about the fragility of the
housing market.

Overall, again—and this goes to your point earlier—when we
came into office, widely predicted economists on both sides of the
aisle, and more broadly across the spectrum, expected on average
another decline of 5 percent in home prices last year. That did not
happen with the support of the administration. Home prices were
basically level during last year.

So I think we have had the impact of stabilizing the market. But
it is fragile, and we need to continue to focus and do more to en-
sure that we are on the right path with home prices.

Senator MURRAY. One of the programs that the Federal Reserve
is going to end is the purchase of mortgage-backed securities that
has helped quite a bit, and the home buyer tax credit is going to
expire here shortly. Are you concerned that if we don’t extend those
important initiatives, we are going to add to that fragility?

Secretary DONOVAN. Typically, the home buying season is slow-
est during these winter months, and we will all be watching very
closely the sales numbers as we move into the spring and as we
get closer to the expiration of the tax credit. I would say that it is
too early to decide that.

My strong belief based on the indicators that we have seen is
that the Federal Reserve is taking a very measured approach to
stepping back that program and will be watching the market very
closely. We will be doing the same.

But I think it highlights the fact that with FHA, while we have
significantly stepped up our risk management, increased under-
writing requirements, down payments, raising premiums, that we
must take a balanced approach and not go too far to exclude buyers
that can be successful in the market. And so, that balanced ap-
proach, I think, is critical, as well as watching the numbers over
the next few months in the spring buying season very, very closely.

Senator MURRAY. Okay. Senator Bond?

Senator BOND. Do you want to continue your questions and do
those, and then let me do mine? Then go on, go to E&W, and let
me—1I will, if you trust him to my tender mercies?

MAKING HOME AFFORDABLE PROGRAM

Senator MURRAY. All, Mr. Secretary, we have reached a gentle-
man’s agreement here. I am going to finish the question that I
need to ask you right now and then turn the gavel over to Senator
Bond, who is going to ask his questions and then come to the En-
ergy Committee, if that is okay with you?

So I wanted to ask you about the Making Home Affordable Pro-
gram. One of the programs in that, the Home Affordable Modifica-
tion Program, HAMP, reduces a homeowner’s monthly payments by
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lowering interest rates or spreading a mortgage out over a longer
period of time.

That program was supposed to help about 3 million to 4 million
families by 2012. But as of January, only about 116,000 home-
owners have received permanent modifications under that. We are
hearing that servicers have been struggling with burdensome
changing rules, and borrowers are confused. And wondered what
changes you were looking at on that program?

Secretary DONOVAN. So, first of all, I would say that there is no
question that there were early implementation problems with
servicers who did not have the capacity to be able to reach bor-
rowers and that there has needed to be, and there has begun to
be, a significant increase in focus, as well as resources, at the
servicers. We have also taken a number of steps to streamline the
process, streamline documentation, and simplify the process.

One of the most important changes is that we have announced
that we will be requiring all documentation to be gathered up
front, rather than at two different points—at the beginning of the
trial modification and before permanent. That should greatly sim-
plify the process.

And we have also done an enormous amount of outreach in loca-
tions around the country to bring homeowners and servicers to-
gether with fairs and a whole range of other events and direct con-
nections. We have folks under the direction of the servicers literally
going door-to-door to try to get homeowners qualified.

What I would point out is that based on all of those efforts, we
were able to reach just 1 year after the creation of the program—
just 1 year after the creation of the program more than 1 million
homeowners with trial modifications. And I think it is very impor-
tant to point out that those trial modifications are having a signifi-
cant positive impact for those families, average savings per month
of over $500 and significant benefits to them.

So, based on that, we are on track to reach the 3 million to 4
million homeowners that we originally committed to. We are con-
cerned that the permanent modifications have not been moving
quickly enough. We have significantly increased the pace of that.
And we today are seeing about 50,000 new permanent modifica-
tions a month, based on our recent experience. And so, I do believe
while we still have some improvements to go, that we are making
significant progress in terms of home affordable modification.

I would finally just say that—and by the way, we have almost
20,000 of those in the State of Washington. I would be happy to
share more detailed information with you on that.

Finally, I would say that that is only a part of the broader strat-
egy. And with the announcement the President made that you ref-
erenced in Nevada just 2 weeks ago, as well as a number of other
steps that we are taking, I believe we are

Senator MURRAY. Yes. Let me ask you about that. You an-
nounced this program to help these five States that—in Nevada a
few weeks ago. What is the specific timetable for implementing
that program, and when would we start seeing results on that?

Secretary DONOVAN. So, on that program, what we determined is
that we have a number of national efforts. We continue to examine
new national efforts, but that the challenges facing those places are
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quite different depending on the State. For example, Michigan’s
challenges are very different from Nevada’s or California’s.

And so, what we did was to ask the five States, their State hous-
ing finance agencies, to come in and propose tailored programs for
those States that would most effectively target the problems that
they are seeing. We have seen very effective State programs in a
number of places, Pennsylvania and others, along these lines, par-
ticularly targeted at unemployed homeowners and underwater
homeowners.

We have asked the States to come in and propose to us within
the next few weeks plans. We will then review those plans, and we
hope to be able to approve them within the next month to 6 weeks
and then to be able to start implementing those programs imme-
diately at that point. Again, many of these State agencies already
have programs up and operational that we could enhance or change
that could get going very quickly.

Senator MURRAY. Okay. Are you looking at expanding that all?
In my home State, we have about a quarter of a million Wash-
ington State homeowners today who are underwater, representing
about 16 percent of our homes, especially in two of our counties,
Pierce and Clark Counties. Are you looking at expanding this to
any of the other States?

Secretary DONOVAN. What we are looking at, Madam Chair, is
broader national efforts around negative equity and unemployment
that could target the issues that you are talking about in your
State.

One of the reasons we wanted to take the approach on the pro-
gram that the President announced in Nevada is to test models
that then potentially could be used in other States. So we don’t
have any immediate plans to expand it until we have begun to see
the results. But we are working on other efforts, which I would be
happy to follow up with you on, and talk more about, that would
nationally target the negative equity issue and unemployment that
could have real benefits in Washington.

BACKLOG IN PUBLIC HOUSING CAPITAL IMPROVEMENTS

Senator MURRAY. Okay. We would like to hear more about that.

I wanted to ask you about the backlog in capital improvements
needs in public housing now estimated at over $20 billion. The
President’s budget proposes the first phase of an ambitious plan
designed to leverage significant private sector resources to tackle
that backlog and preserve those assets.

I agree. We have got to find a long-term solution on this, but I
am concerned about the absence of detail in the proposal so far and
its cost.

For 2011, the administration is looking for $290 million in addi-
tional subsidies in order to leverage those private sector dollars.
When fully implemented, I understand the program is going to cost
about $1.4 billion each year. How would you accommodate this
major new requirement, given the President’s commitment to
freeze discretionary spending over the next 3 years?
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PUBLIC HOUSING CAPITAL FUND

Secretary DONOVAN. I think one of the important points to make
about this initiative is that the fundamental change that we are
talking about is shifting from an operating and capital approach to
one which has only an operating stream. So while there are in-
creases that we are proposing in operating subsidies in the budget,
we will have, particularly over the longer term, significant savings
and, ultimately, not require any capital funding for public housing
in a separate account. And so, that is one way that we have offset-
ting savings that come from the way that we are proposing this.

A number of other points, though. That does not account for effi-
ciencies that this will achieve. I talked in my testimony about the
enormous complexity of the current range of programs and how dif-
ficult it is to achieve mixed financing and other things. Part of that
are operational costs at the Department, which we have the poten-
tial to do significant savings on. We have begun to estimate those.
Those are not simple to estimate.

Senator MURRAY. Sure. Are you going to put forward proposals
to cut the operating stream side of it, expenses?

Secretary DONOVAN. The capital?

Senator MURRAY. Yes.

Secretary DONOVAN. Yes. There will be offsetting reductions pos-
sible in the public housing capital stream as a result because we
will be moving to a system where there would only be operating
subsidy going to those developments. And they would use—just as
is currently done in almost every other program that we have,
funding could be raised privately or from tax credits or other
sources to pay for the capital needs.

And so, that we would go from this more complex two-subsidy
system that we have today with public housing to a one-subsidy
stream. It would require the operating subsidy to be higher, but it
allows us to offset to a great extent that increased cost to the oper-
ating subsidy with reductions and, ultimately, elimination of the
capital stream.

There will also be significant savings in terms of reduced com-
plexity for the developments themselves. The management, over-
sight, the soft costs of hiring lawyers, and all kinds of other things
around transactions that——

Senator MURRAY. It sounds really good. I just want to see how
it works on paper so we have accountability in the system and we
know it works.

Secretary DONOVAN. And I know that we have been working with
your staff to try to get more details about the long-term costs and
savings around the proposal.

TRANSFORMING RENTAL ASSISTANCE

Senator MURRAY. We will need to see those. Okay, good.

One of your proposals is to transform rental assistance to make
sure that tenants have mobility options, even though from what I
see, the funding is going to be tied to a particular unit. Now I un-
derstand that you are modeling this proposal on one of the provi-
sions of the section 8 Tenant Based Rental Assistance Program.
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Under the existing program, PHAs are allowed to commit or
project-base a voucher to a particular unit.

Secretary DONOVAN. That is right.

Senator MURRAY. This enables the PHAs to leverage private re-
sources to finance the construction or rehabilitation of those units.
But with project-based vouchers, PHAs are able to make sure resi-
dents have mobility by providing them with another tenant-based
voucher from their existing supply if a person decides to move.

However, your proposal would allow participation by entities that
don’t have voucher programs, whether they are public housing au-
thorities or owners of other HUD-assisted housing. The lack of
vouchers would appear to be a barrier to mobility in these systems.
In these cases, how do you provide residents living in this type of
housing with mobility options?

Secretary DONOVAN. It is an excellent question. And mechani-
cally working out the operations of linking those housing develop-
ments with vouchers is a very important part of the proposal. And
I would just say broadly, we have been spending a lot of time work-
ing with stakeholders, talking with OMB, within the administra-
tion, and also reaching out to the authorizers, as well as your staff,
to discuss a lot of these issues. And we expect not only to have au-
thorizing language, but also far more detail based on the input that
we are getting from stakeholder meetings and others that we are
doing.

On this mobility point specifically, first of all, what we are look-
ing to do is to make sure that if a housing authority or another en-
tity does not have control of a voucher program themselves, that
we link them with a voucher program in the area where the project
is located to ensure that there are vouchers available for those fam-
ilies that would move. What we are looking at is sizing exactly how
big that pool would be and to ensure that we are not creating too
much of a need for additional vouchers to be able to do that be-
cause, as you rightly said, the cost of that and the potential pres-
sure on the voucher program overall is important.

We believe based on our latest modeling that we can achieve sig-
nificant mobility, if not complete mobility, with the existing re-
sources that we have. But we want to come back to you with a
number of options on that that would say if we want to do this
amount of mobility, here is what we could do.

Senator MURRAY. This is what it would cost.

Secretary DONOVAN. If we wanted to do further mobility among
a broader population, here is what the cost would be, and here is
how we might be able to work it. So we are working through a lot
of detail on that and look forward to sitting down with you.

Senator MURRAY. Okay. We want to be continually updated on
where you are with that.

Secretary DONOVAN. As always, you have hit on a very important
piece of this, an important point about how we achieve that mobil-
ity.

HUD—VASH PROGRAM

Senator MURRAY. Okay. And lastly, I wanted to ask you about
the HUD-VASH program. You know this is really important to
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both Senator Bond and I. We have worked very hard to include it
in our budgets and appropriations over the last several years.

I have heard wonderful stories from veterans in my home State,
in Walla Walla, Washington, that have gotten jobs, gotten
healthcare, and gained sobriety because they have these vouchers.
There are similar stories across the country. But I know this pro-
gram has faced some challenges in implementation in some parts
of the country, and the VA is, as you know, struggling to quickly
hire case managers and adapt to this new model of permanent sup-
portive housing.

Based on the most recent data, it appears that now only about
half of the vouchers that we provided in fiscal years 2008 and 2009
are actually being used. Can you tell me what HUD and VA are
doing to overcome these problems and make it successful? Because
we know when it gets out there and people are using it, it makes
a huge difference for our veterans. But having administrative chal-
lenges at any level here on the ground is a disservice to the vet-
erans.

If you can talk to me about what HUD and VA are doing?

Secretary DONOVAN. Absolutely. And let me just start by saying
your support and championing of this program has been absolutely
critical, and we believe it is having a tremendous impact on vet-
erans, despite some of the challenges that you talked about.

I also would put it in the context of the commitment that the
President and Secretary Shinseki have made to end veterans’
homelessness. VA has included a $265 million increase in funding
for veterans homelessness in its proposal for 2011. So this is in the
context of broad support for the intent of the program and, more
broadly, ending veterans homelessness.

The way I would characterize the challenges largely are that VA
is an expert in healthcare. What has been required in order to
make the program effective and to fully utilize the vouchers has
been building a capacity beyond healthcare that includes commu-
nity-based outreach and the ability to connect the healthcare and
other services available at VA hospitals with the housing and other
support services that may be necessary.

Where we have seen great success is where VA hospitals have
built that capacity, and we have begun to connect them with our
continuums of care, community-based providers where they can
form links to ensure they are finding veterans where they are,
whether it is on the streets or in shelters, as well as helping to
build their capacity and understanding about the latest techniques
of whether it is housing first, supported housing, and others.

And so, whether it is in Washington, DC or in many other places,
we are seeing significant increases in utilization of those vouchers
with those targeted strategies. And we have now developed with
VA a plan to try to more broadly spread those. We have spoken
about this, and you had a number of good points the last time we
spoke about this that we are incorporating into that thinking, and
we want to come back with you with a response on that.

Senator MURRAY. Okay. Well, my subcommittee really wants to
work with both you and the VA to get this out. I was really dis-
appointed the President’s budget didn’t include any funding for
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2011. We can’t let administrative lack of dialogue or lack of work-
ing on problems keep these vouchers from going to our vets.

So we want to keep working with you on the implementation,
and clearly, that remains a high priority for this subcommittee,
and I thank you for being committed to that and working with the
VA on that.

Secretary DONOVAN. Thank you.

Senator MURRAY. Senator Leahy has joined us. Senator Leahy,
I will just let you know I have to run to the Energy and Water
Committee really quickly. Senator Bond is on his way back. I am
going to, without asking you, turn the gavel over to you and allow
you to go ahead and question the Secretary.

Senator HUD will be—Senator HUD, he would love that.

Senator Bond will be back shortly. And if you finish before he
gets back, if you could just put it in temporary recess, he will be
here within

RURAL AMERICA

Senator LEAHY [presiding]. Of course, and I am going back to a
mark-up in Judiciary. But I was able to get permission to leave the
Judiciary meeting, funny how that works.

Thank you, Madam Chair. And thank you for the tremendous job
you do on this and other appropriation matters.

Secretary, it is good to see you, and I appreciate having you here
to discuss the administration’s budget request. So many of the pro-
grams in your Department have served my State very well, you
have got one heck of a portfolio, and there are probably days when
you wish it wasn’t quite as much. But I would welcome you up to
Vermont sometime to see the good things HUD has done to provide
affordable housing, especially in our rural communities.

We always think of housing in urban settings, but my home
State has only 660,000 people, and a lot of it is very rural. But
something that works in rural Vermont could also work in rural
California, or New York, or Texas, or elsewhere.

Now I know others have asked you about the Department’s pro-
posal to cut the budgets of the 811 and 202 programs and the
HOME program. I worry about this because as I look at the budg-
et, I am afraid there is a shift of priorities from rural areas, rural
America to urban areas, and I remind everybody that rural Amer-
ica still is a third or more of America’s population.

Of course, back at the time of Franklin Roosevelt, they were con-
cerned about rural America, and we had rural electrification, a
number of other programs that made an enormous difference in so-
ciety. I know it did with my grandparents in Vermont and others.

But Vermont and other rural States rely on these programs to
build affordable housing for low-income, elderly, and disabled resi-
dents. So if Congress agrees with your budget proposals, how are
you going to deal with the problems of rural America?

Secretary DONOVAN. Senator, thank you for the question. I look
forward to visiting you in Vermont. It is, I probably shouldn’t say
this in a Senate hearing, one of my favorite States. I spent a lot
of time there——

Senator LEAHY. Mine, too.
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Secretary DONOVAN [continuing]. Growing up, and just a beau-
tiful, beautiful place.

So let me say a couple things about this. First of all, we had to
make some very difficult choices in the budget this year, given the
broader outlines of the Federal budget deficit, and we made a fun-
damental choice to focus on existing households that we serve and
ensuring that we were fully funding our major rental assistance
programs. That required capital cuts in a number of different
areas. Just to be clear, those rental assistance programs are critical
in rural areas of the country as well, and we would be happy to
get you more detail on how they support rural areas.

I would also say that, today, the single most important way that
we fund housing for the elderly and disabled in rural areas and
other areas is through the tax credit program. Eight times more
senior housing is developed through tax credits than through 202
and over 10 times more for people with disabilities. And so——

Senator LEAHY. But I still come back to my basic point. I worry
about the way this is set up, that we are seeing a shift from rural
to urban, and that is what I am going to be most concerned about.
Because there is no way I could support—I could support an appro-
priation that did that.

Secretary DONOVAN. And I believe that that is, in fact, not the
case. Section 202 and 811 are equally available in a range of areas.
But let me point to a few things that I think are particularly tar-
geted to rural areas in the 2011 budget proposal.

SUSTAINABLE COMMUNITIES

First of all, we will, for the first time ever, be establishing a pro-
gram specifically targeted to rural homelessness in 2011. That has
never been done before. We have—because of the work of this sub-
committee, in our 2010 budget, we will be making Sustainable
Communities funding available for the first time with a specific 25
percent set-aside for smaller communities, and that is a critical ef-
fort. We are also building on our experience in investing in rural
economic development through a proposed catalytic investment
fund, l\flhich will be an important resource available in rural areas
as well.

So not only do I believe that we have housing resources specifi-
cally for constructing senior housing and housing for people with
disabilities in rural areas, but that we are actually increasing our
focus on rural areas with a number of different proposals in the
budget.

SHARED EQUITY PROGRAMS

Senator LEAHY. Thank you. I look at some of the different things
you have done—the administration has done and Congress has
supported to promote home ownership. In HUD’s previous budget
request, the Department expressed interest in an innovative home
ownership model known as shared equity. It is typically run by
nonprofits.

They promote home ownership among low- and middle-income
families by providing down payment assistance. The affordability of
the home is retained. When the buyer eventually sells the home,
the nonprofit recoups what they put for the down payment and also
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part of the appreciation. They also usually have the right of first
refusal to buy the property. If Congress included funding for a pilot
program to increase shared equity programs, is that something
your Department would support?

Secretary DONOVAN. We certainly not only believe in shared eq-
uity models, but there are a number of ways that we have begun
to support those. What I would suggest is that we would love to
sit down with your staff and explain what we are already doing
around shared equity and see if there is a way we could get to a
pilot of the kind that you are talking about, even under existing
authority, and then describe, be able to figure out what additional
authority might be needed to achieve what you are——

MAKING HOME AFFORDABLE PROGRAM

Senator LEAHY. Thank you. And we will. Whenever you would
like, we will make sure we have our folks ready.

And in your prepared remarks that were read earlier, you spoke
about the housing market. You noted that a lot has been done by
the administration to right the ship, and I am pleased that many
Americans have been helped by the Making Home Affordable Pro-
gram. I think we all know the societal value of home ownership
and community value and everything else, to say nothing about the
economic well-being of the country.

I am concerned about some who have slipped through the cracks.
One of the concerns I hear most often on housing when I am home
in Vermont is that some of the lenders in the program aren’t abid-
ing by the rules. The homeowner has been having a hard time get-
ting straight answers, and it is frustrating because I will hear
questions, whether walking down the street or at the grocery store
or wherever. They say, “We can’t get a straight answer.”

Is your Department and Treasury looking at this issue of wheth-
er this is happening in States? Because it is to all our benefit if
people can be homeowners, but they are going to have to have—
they are going to have to be able to get the answers they need.

Secretary DONOVAN. There is no question that particularly in the
early months of the program, servicers—there were significant
problems with servicers. There continue to be significant problems
in some cases.

We have both pushed servicers to create better communication,
more resources, and more people in their call centers, going door-
to-door to do that. But we have also created very specific standards
for exactly what the timelines need to be for servicers to get back
to homeowners with a clear response on whether they are eligible
or not. We did that just a month or so ago.

And in addition to that, we have begun to impose penalties on
servicers who are not following those guidelines. So, yes, we are
hearing those issues, and we are taking action on them.

Senator LEAHY. Good. I must admit, and as Senator Bond knows,
when somebody corners you in the grocery store and they have got
a concern, they have got a concern. And I sometimes find those—
actually, I like that. In a small State like ours, everybody knows
everybody. And nobody hesitates to come up and ask you the ques-
tions. And this thing is occurring too often to make me think it is
just a random issue.
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Senator Bond is here, who knows these issues as well as any-
body, and I am going to turn the gavel over to him.

Senator BOND. Well, I appreciate getting the gavel back from my
good friend. Senator Leahy has outlined the concerns we have in
rural America. I had raised those earlier, Pat, before you came, and
they had—we had one little $25 million rural housing program for
HUD to work with USDA, and that was gone.

So I was interested to know that the Secretary had said while
they have zero budgeted, that something new is going to spring
full-blown out of somewhere. And I can assure you that those of us
who live in places where we don’t have a rush hour, we have a
rush minute, there are—they can’t even—radio stations can’t even
sell drive time advertising because nobody is in the car that long
unless they are driving to another city. And then that is

Senator LEAHY. If the Senator would yield? Last week, Marcelle
and I were in Vermont, and I got in the car. We were driving some-
where. And as I go out of the driveway, I started to reach for the
radio to hear the traffic report, as I do when I am driving back and
forth in Washington. And I am like, “What am I doing? There is
no traffic.”

But I have been in some of the rural areas of your State, which
is so beautiful, it made me think of home. But the needs are the
same. And with that, now that we have done our bit

Senator BOND. A little soft shoe there.

Senator LEAHY [continuing]. To show you that we care about
rural America, but Secretary Donovan, I know you do, too. So
thank you.

RURAL HOMELESSNESS

Senator BOND. Thank you, Pat.

And Mr. Secretary, maybe you would want to comment on that?
YO% have got a new rural housing initiative to replace rural hous-
ing?

Secretary DONOVAN. Well, I mentioned as you were coming in, a
range of efforts in the budget. That is an issue I know you care a
lot about. We will be implementing the first-ever rural homeless-
ness effort specifically in the budget and that is something that,
particularly given that we have seen a 56 percent increase in rural
and s111burban family homelessness over the last year, absolutely
critical.

We are expanding efforts for economic development. The $25 mil-
lion that you talked about was targeted to economic development,
and we are proposing a $150 million fund in the budget, which
would have a portion of it specifically targeted for rural areas. So
I don’t believe that we are not going to have the kind of effort——

Senator BOND. I will just ask the question. Are you going to work
with the USDA on rural development?

Secretary DONOVAN. Absolutely.

TRANSPARENCY IN HUD PROGRAMS

Senator BOND. That is one of the secrets because you need the
housing. You need what USDA can bring. And I think it is impor-
tant that you maintain that collaboration. If you are talking about
moving 25 to 150, I am happy with that. But I just—I want to work
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with you to make sure that it continues to work because, as Sen-
ator Leahy said and I know, there are problems there.

Let me go to the issue of transparency, and I mentioned to you
before I sat down that I am concerned that HUD decisionmaking
is open and objective. Are there political decisions which enter into
that? Do you get directives from either the top of the administra-
tion or Congress on how you make those? Are those transparent?

Secretary DONOVAN. Absolutely.

Senator BOND. And to what extent are those involved in the deci-
sionmaking?

Secretary DONOVAN. Let me be very clear. My “absolutely” was
to the transparency. We make our decisions, particularly on com-
petitive grants, in a highly transparent way. We publish the cri-
teria for those as we did with NSP2. We have—with every single
Recovery Act grant, have made those available on recovery.gov, our
Web site, with detailed information about where the money is
going, how it is being used.

We have every applicant who wants to sit down with us and go
through the details of how their application was reviewed and
scored, we respond to those requests. We would be happy to sit
down with you about any specifics around that.

As you know, whether it is HOPE VI or a range of others, we
run competitions, and we follow very, very strict guidelines in
terms of how they are evaluated and

Senator BOND. Is there any notification or transparency as to
those who apply? We hear about some, but we don’t even know if
we know all of the ones that are coming from our State so we can
follow them. Is there a posting of the applications?

Secretary DONOVAN. We notify members in advance of making
those announcements.

Senator BOND. Yes. But when you get the applications, do you
notify? Is there any public notice of the application? Who is in
there? Do you advise the representatives in Congress of those in
advance of the process?

Secretary DoNOVAN. I will say I am not sure if we have a stand-
ard process for notifying members about applications in advance.
We can certainly get back to you with more detail on the process
we do follow.

Senator BOND. My staff has some questions about that, and we
are a little concerned. We look forward to working with you on
that.

Secretary DONOVAN. Okay.

SUSTAINABLE COMMUNITIES INITIATIVE

Senator BOND. Because I think most members, certainly over on
the Senate side and, I would assume, on the House side, would like
to know if there are 3, 10, 15, or 20 coming in from our State. Be-
cause we want to work with them, and we may be able to shed
some light on community support because we are out there. We are
listening to the people. We know some of the challenges they face,
what the State and local priorities are as well, and we want to see
those taken into account.
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If the State is putting money into it and the locality has some
skin in the game, to me, that is a very good indicator that this is
something the Feds should look at carefully.

Let me ask some questions about—a major question about sus-
tainability. Your DOT friends call it “livability.” I don’t know if
that debate has been going on for a long time. But I want to make
sure, once again, that the Federal Government is not forcing con-
clusions on local communities.

How do you make these sustainability decisions? Do you do it
with DOT and EPA? How much involvement do the State and the
local governments have in working with you to make those sustain-
ability determinations?

Secretary DONOVAN. Let me say two things about that. First of
all, we here—the fundamental issue here is that more and more
American families are spending a huge portion of their budgets—
the average family today spends 52 percent of their budget on
housing and transportation combined. And not only that, they are
sick of sitting in traffic rather than seeing their family or having
long commutes in rural areas in some cases to get to jobs. There
is a whole range of challenges that we see.

And so, we feel we are responding to local needs and choices on
that front. But the problem has always been that housing and
transportation investments haven’t been coordinated at the Federal
level because there wasn’t the kind of partnership that we are talk-
ing about.

So we have begun to coordinate very closely with the Department
of Transportation, with DOE—Department of Energy—and Envi-
ronmental Protection Administration, just to give you an example.
On the recent TIGER grants that were awarded as part of the Re-
covery Act, we had HUD staff and EPA staff actively involved in
the process, first time it has ever happened, of evaluating TIGER
grants, to look at the connection of those to housing. So that is an
example of that.

On the State and local piece of this, we believe very strongly that
this is not a one-size-fits-all. And so, the very first initiative we are
undertaking in our Sustainable Communities initiative is to pro-
vide, thanks to the subcommittee’s leadership, planning grants for
local communities to be able to decide how they want to coordinate
housing and transportation. This is not about us telling them. This
is us providing help to them so that they can do the kind of plan-
ning and coordination, provide technical assistance. What are the
best practices?

And in fact, I don’t know if you were here, 25 percent of that
planning money is specifically directed to smaller places to ensure
that this isn’t just an urban or even suburban investment, but that
we are doing planning. Tom Vilsack is very eloquent about this. We
have worked a lot with him and his Department.

Is how do we ensure in rural areas, whether it is main street
where stores are leaving, that main street, whether it is figuring
out what to do with upper floors of buildings along those main
streets in small towns, whether it is connecting seniors to the serv-
ices that they need, with kinds of transit that you wouldn’t see in
larger urban areas. A whole range of ways that we can work to-
gether and those planning grants are the key first step, funded by
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our 2010 budget, to be able to help local communities decide how
they want to meet these challenges.

STAFFING FOR INITIATIVE

Senator BOND. Well, I think that is very important that you have
a right to ask of the local communities or regional areas what their
plans are, and that is something I have worked on for about 40
years. And making sure they have it all together and know what
they are doing is important. And we would hope that the Federal
algencies would make sure there are good plans that support the
plans.

Now, how many FTEs at HUD are working on this? Are you add-
ing people? Are you reallocating people from other areas? How
many folks do you have working on that?

Secretary DONOVAN. I just asked my folks to get me the precise
details. We have established an Office of Sustainable Housing and
Communities. It is a small office. And the idea of that office is to
coordinate, as I just talked about, with other departments that are
working on this, as well as within the agency.

So, for example, where we are retrofitting public housing, what
we want to make sure of is we don’t have three different standards
or different approaches to our multifamily programs, our public
housing programs. So we are creating unified best practice stand-
ards that we would apply across the Department. And so, that is
the nature of that office.

For 2010, and this was a discussion I believe we had in some sig-
nificant detail with your staff on the subcommittee, we have 20
FTEs in total for 2010. And we expect for 2011 to have 23 FTEs.
So it is a relatively small office, again coordinating just policy and
programs across—between the departments, as well as across dif-
ferent silos within HUD.

Senator BOND. I know the coordination is very good. You ought
to decide with DOT whether it is sustainability or livability would
be helpful. If you could at least agree on a title, that would be a
good—a good start.

On the FTEs, our big deal is are you dealing with the overall
staff problems, making sure you have enough in FHA while you are
moving people around? We know you need help, but do you have
the FTEs you need?

Secretary DONOVAN. Thanks to both the investments you made
in the 2009 budget, as well as the investments in 2010 and some
flexibility that you gave us in 2010, one of the concerns that I had
when I came in—and we have worked very collaboratively with
you—is that we had created very specific restrictions across nine
different pieces of HUD in terms of FTEs. And the flexibility that
you have given us has allowed us to increase hiring substantially.

In FHA, we have literally hundreds of additional staff that we
are bringing on to do that while trying to make sure that we are
not overall increasing the size of the staff of the Department be-
yond what is necessary.

SECTIONS 202 AND 811 PROGRAMS

Senator BOND. Now I have—as I indicated, I have some concerns
about if there is a cutback in the 2012 budget based on problems
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with the deficit. I would like to know how HUD plans to deal with
it, and when you have put funding on hold for 202 and 811. Are
you going to make sure that those programs—we will not overlook
the people who are served by 202 and 811 while you push the cur-
rent priorities. How are we going to make sure that those people
are covered?

Secretary DONOVAN. So, first of all, I think one of the most im-
portant things to recognize is that the vast majority of housing for
seniors and people with disabilities today gets produced not by 202
and 811, but by the tax credit and other funding sources.

The issue—and I will tell you very honestly, I dealt with this
very directly in my prior work, both in the private and public sec-
tor. It is very, very difficult, close to impossible in some commu-
nities to develop new 202 and 811s because the program is really
designed, frankly, for the 20th century, not the 21st century.

And because of the amount of funding that is available, the way
that it is distributed, the rules that apply there is almost no case
where a community can develop a 202 or an 811 without finding
tax credits and a range of other sources to complement it. And yet,
at the same time, the rules are not built so that you can combine
those funding sources.

So what we are proposing, just to be very clear, is not that we
eliminate the program. We believe the intent of the program is ab-
solutely critical. But what we need to do is reform the program so
that it works efficiently with today’s way of producing affordable
housing for seniors and people with disabilities.

There is a reform bill that is being discussed on the House side
where we agree with a large number of those changes. In addition,
we believe there are other steps that could be taken, for example,
to link up with the health funding streams at HHS that are often
necessary, like PACE, for seniors as they age in 202s. And we need
to make sure that we get the program right, we believe, before we
continue to build new units under 202.

Senator BOND. What I am worried about, I guess we are letting
loose of the trapeze bar, and I want to see a trapeze bar there to
hang onto. And the other thing is to manage, to continue the serv-
ices arlld providing services in many of these target populations is
critical.

That is why Senator Murray and I promoted the VASH program
to bring the VA and HUD together because the homeless veterans
are very near and dear to my heart. They have some very serious
problems that cannot be fixed with housing alone. I want to make
sure that we continue those services.

Certainly, you will have no argument from me on a need to clar-
ify, consolidate, and simplify the HUD programs. That has been—
that has been the thicket that every HUD Secretary I have known
has found to be unmanageable. At the same time, as Senator Mur-
ray referred to it, I personally have a minimum amount of high
confidence in the authorizing committees’ ability to deal success-
fully with these legislative changes in time to ensure there is not
a gap.

And we are going to have to work with you on that because any-
body who looks at the legislative calendar in the United States
Congress knows that even getting our appropriations bills done is
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going to be a challenge. And we are going to have to have some
discussion because the banking committees are trying to bite off fi-
nancial regulation and that one is not going to be a simple mark-
up in 2 days on the floor, at least in the Senate. And man, there
is not enough time to do it.

TRANSFORMING RENTAL ASSISTANCE

So we need to work with you on that. The TRA program, it is
very optimistic. I would just ask you, what do you see as the key
elements and the advantages of the TRA program over current pro-
grams?

Secretary DONOVAN. So, today, given the way particularly let us
take public housing as an example operates. Because it functions
with both an operating subsidy and a capital subsidy, it is essen-
tially 100 percent Government funded. And because of that, it is
almost impossible, short of HOPE VI, to create with public housing
the kind of mixed income, mixed use, 21st century housing that I
believe our residents deserve and that our communities deserve.

And so, fundamentally, what TRA is trying to achieve, beyond
the simplification and all the benefits that come with that, is to
bring public housing and our other programs into the mainstream,
to stop having them be in some ways a parallel universe, if you
will, from the way the rest of our housing market operates.

And if you look at whether it is tax credits or the new ways that
we develop affordable housing, they have all of those benefits pub-
lic housing has not been able to get. At the same time, public hous-
ing has been underinvested in because it hasn’t been able to access,
whether it is tax credits or, more broadly, private capital or other
forms of public capital.

The fundamental reason for that is because we have this dual
system of operating subsidy and capital subsidy. So what may seem
deceptively simple at one level, but I think has very, very powerful
benefits is not just consolidating all these programs, but shifting to
a system where we have one operating stream that allows public
housing to leverage private debt, mix uses, mix incomes. All of the
things that we do in the best public—best affordable housing today,
we can achieve by shifting from this.

And the last thing I would say is the fact that a low-income fam-
ily has to make a choice between keeping their subsidy or moving,
whether it is to get a job in a different community or a different
neighborhood, to follow family, or for whatever reason they may
choose to move, that fundamental choice that they have to make
today, I believe, isn’t fair. And so, one of the key areas of the pro-
gram would try to change that is to say let us give families more
choices for mobility as we do in certain of our programs today but,
at the same time, ensure that we keep the project-based, long-term
stream of funding available for that property that I know you be-
lieve, and I agree, is so important to our efforts to keep commu-
nities strong.

Senator BOND. I think when TRA was promised, was proposed—
the legislation was promised this month—it is clearly a big and
controversial effort, had lots of questions with it. And I think we
need to have discussions with you about it and debate, I hope,



107

sometime. I don’t know when we can ever get floor debate, but
have it brought up for thorough congressional debate.

So when are we going to see it, and how much legislation is
needed? My staff is saying that perhaps 90 percent of it can be
done by regulation. What do you see as the process? When will we
see the product? When will we get to start on the process?

Secretary DONOVAN. So, first of all, let me just say I completely
agree with you that this is an ambitious, large-scale effort, and I
want to be clear, this will not be achieved in 1 year or one budget
cycle. And so, what we have proposed is to begin it in 2011, focused
on 300,000 units out of a much broader stock that is probably 10
times that size.

So we don’t believe that it is achievable, I think this aligns with
what you just said, that all of this cannot be done in 1 year. It is
going to take some time. Having said that, we will—we have been
working very closely within the Department with stakeholders,
begun discussions with the authorizing committees as well about
legislation.

We are committed to meeting the timeline that we laid out to get
draft legislation put forward, and I would suggest that we would
be happy to sit down as soon as possible with you and your staff
to begin to answer any questions that you have and go through the
details.

Senator BOND. Well, we want to see what needs to be done. And
if you are focusing on 300,000 units, that goes back to my initial
concern. All the other programs that are being zeroed out, what is
going to happen to those needs in areas that are not covered by the
300,000 units?

So, I mean, there are a lot of questions, and I think we will have
to—we will know the scope of the questions when we see your pro-
posal.

So we need to have that soon, and at least in the appropriations
process, we need to have that and to deal with it where we can and
see what regulations need to be done, what has to be fixed legisla-
tively or by appropriations or by regulation.

Secretary DONOVAN. Yes.

CHOICE NEIGHBORHOODS PROGRAM

Senator BOND. And the other thing, I appreciate you mentioning
my old friend, HOPE VI again. How is Choice Neighborhoods bet-
ter, bigger, longer, stronger an improvement, and what is going to
be different about Choice Neighborhoods?

Secretary DONOVAN. So let me try and be as specific as possible
in terms of some of those changes.

Senator BOND. Capsulize it, if you can.

Secretary DONOVAN. I go to places all the time and hear how
great HOPE VI is. And I want to be very clear; this program is
building on HOPE VI, not doing away with it in any means.

One of the constant issues I hear is we have done this wonderful
HOPE VI redevelopment. But across the street is a project that is
assisted with a different HUD program that we have no tool to be
able to redevelop. And specifically, what I mean is our multifamily
programs don’t have that same option.
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Or there are 10 or 20 foreclosed homes on the next block that are
the real problem in that neighborhood. They are creating crime.
They are bringing down values. And yet we don’t have the flexi-
bility in HOPE VI today to be able to include that kind of housing
as well.

So what we want to do with Choice Neighborhoods is to say it
has been so effective on public housing, let us allow it to be used
for our privately owned assisted housing or for other housing in a
community. And that could be combined with public housing.

In other words, the housing authority could come in and say, “We
are going to do this public housing development, but we are also
going to do the assisted housing across the street.” We have got
many examples where they are in the very same neighborhood or
even across the street.

Or if the most challenging thing that you have in St. Louis or
any other community is not a public housing development—and I
know a number of them in St. Louis, for example, or Kansas City.
But it is, in fact, a privately owned housing development that is
the real problem. This would be a tool available to redevelop that
housing.

So I think that, in some ways, is the most fundamental change
is that it takes what has been so successful in HOPE VI and ex-
pands it to our broader program. It just doesn’t make sense to me,
frankly, Senator, that if simply because we fund something with a
different program at HUD—and this is a little bit the theory be-
hind TRA—that we ought to have totally different rules and pro-
grams available to them. This is trying to spread the lessons and
broaden HOPE VI to other forms of housing.

Senator BOND. Is that something, what you are talking about in
needing to reach out and deal with others; is this something that
should be fixed? Can it be fixed by the HOME funds that are given
to localities?

Secretary DONOVAN. I don’t believe, fundamentally, that it can be
fixed by the HOME funds. Because traditionally, the way HOME
funds are used is either in moderate rehabilitation or new construc-
tion. These are much more complex, really neighborhood revitaliza-
tion schemes and redevelopments. And so——

Senator BOND. We want to know how—I mean, are we wasting
money on HOME. I thought that HOME was going to do that. So
we have a limited pot of money available, and I want to work with
you to make sure we use those dollars the best way we can.

Secretary DONOVAN. You know HOPE VI as well as anybody, and
I think you know that what has been the secret of it is that it goes
beyond just the bricks and mortar. HOME is a bricks and mortar
program. And so, I think the fundamental difference is that wheth-
er it is HOPE VI or Choice Neighborhoods allows you to build in,
whether it is a community room that has computer services avail-
able, whether it is the services that are available for literacy or
other things for families, educational programs—all of those pieces
that have really made HOPE VI so successful because it is about
more than the bricks and mortar is something that Choice Neigh-
borhoods would allow us to do. HOME is a bricks and mortar pro-
gram.
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FHA MORTGAGE REFORM

Senator BOND. As you know, I have worked long and hard to get
child care centers and education centers and community centers.
But when you are talking about a bunch of foreclosed houses, you
have got a bricks and mortar problem in the community.

Well, anyhow, this is a lot more discussion to be had later. Let
me ask a final question on FHA mortgage insurance reform. How
are you dealing with the mortgage default problems, especially in
light of the proposed FHA reforms?

How will the reforms impact the homeowners who are seeking
help with mortgage defaults? Are these defaults primarily a GSE
problem, or is FHA going to get in and start and put more taxpayer
credit cards on the line explicitly rather than the implicit situation
we have now?

Secretary DONOVAN. So, going forward, we clearly believe—and
this is why we have proposed the legislation and the changes that
we have—that there are things we need to be doing to tighten to
avoid future defaults. It is why we have suspended over 170 lend-
ers last year, to say we would no longer do business with them.

We have taken a number of steps that we are proposing legisla-
tively to allow us to have greater powers to get rid of not just lend-
ers, but the principles of those lenders from our programs. So we
have a range of things we need to do more strongly.

What I would say, though, is if you look at what has happened
over the last year, defaults in FHA have certainly risen, but they
have risen much more slowly than subprime and even prime mort-
gages at the GSEs to the point where, today, subprime defaults are
triple what we see in FHA.

So there is definitely more that we can do, but I think our full
underwriting, fixed rate, no liar loan, all of the things that we have
done traditionally and that we are strengthening to ensure we
don’t make the same mistakes that were made in the subprime
movement have helped us not have the same level of defaults.

The only other thing I would say is we have the most extensive,
most aggressive loss mitigation set of tools that exist. They allowed
us to help about a half a million homeowners, last year, stay in
their homes, despite the fact that they were struggling to make
their payments.

And so, that, along with the Home Affordable Modification Pro-
gram and other new options that we have introduced, I believe
allow us not just to avoid future defaults, but also to ensure that
existing families that are struggling with unemployment remain in
their homes where possible. We are not going to stop every fore-
closure, nor should we. But I think we have taken very aggressive
actions to do that.

Senator BOND. I appreciate knowing about that. In Missouri, we
had a very aggressive U.S. attorney who files a number of criminal
indictments, and some of these are not just people who should be
disbarred. But I hope where you find the requisite potential crimi-
nal intent, you refer them for criminal prosecution because some of
this is shoddy, but in some instances, it is criminal.

Obviously, there is much more to discuss. But the good news is
I am being advised that I am running late for a whole bunch of
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things that are stacked up. So we will have to let you go with
thanks. We look forward to continuing to work on many of these
things. We have just started the discussion.

ADDITIONAL COMMITTEE QUESTIONS

The hearing record will remain open for additional questions.
[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]
QUESTIONS SUBMITTED BY SENATOR PATTY MURRAY
AFFORDABLE HOUSING FOR SENIORS

Question. Thank you for your testimony Mr. Donovan. The Nation’s shortage of
affordable housing for seniors is significant. Currently, there are at least 10 seniors
vying for every available section 202 unit. By 2020, an additional 730,000 senior
housing units will be needed to address the growing housing needs of low-income
seniors. Yet, the administration has proposed to eliminate construction funding for
new 202 developments in order to redesign the 202 program. While I support efforts
to reform the section 202 program, there is no doubt redesigning the program will
be a lengthy process. How long does HUD propose to continue this funding freeze?

Answer. HUD intends to return back to Congress in June with a legislative pro-
posal. In addition, HUD will be working concurrently to implement a range of ad-
ministrative reforms. While the goal is to effect the reform of the program as quick-
ly as possible, at this point it is too soon to forecast how long this implementation
process will take.

Question. Why is HUD not able to work on redesigning the program while con-
tinuing to fund new projects?

Answer. HUD is currently working on developing a roadmap for reform of the sec-
tion 202 and 811 programs. This reform and redesign will increase the programs’
cost effectiveness. While this redesign effort is underway, given overall budgetary
constraints, HUD must focus its limited resources on its core rental and operating
assistance programs (including renewals for existing section 202 programs). It is
these programs that can best leverage additional private and public resources.

Question. What is the administration’s interim plan to address the growing de-
mand for affordable senior housing while the redesigning process takes place?

Answer. The administration’s fiscal year 2011 budget preserves critical resources
for the elderly by maintaining full funding of core rental assistance programs such
as section 202 operating renewals, Project Based Rental Assistance, the Public
Housing Operating Fund, and Housing Choice Vouchers. In addition, new units will
continue to come on line through the low-income housing tax credit program which
produces approximately 10 times the number of affordable senior housing units as
section 202. In addition, approximately 5,800 units of section 202 will become avail-
able to for the elderly in fiscal years 2011 and 2012 as a result of prior year funding
commitments.

SUPPORTIVE HOUSING FOR THE ELDERLY ACT

Question. As you may know, Senator Schumer and I have introduced the section
202 Supportive Housing for the Elderly Act (S. 118), which would promote new con-
struction, preservation, and conversion of section 202 housing by streamlining and
simplifying administrative processes. Is it possible for HUD to make any of the sug-
gested reforms to the section 202 program through report language or bill language
included in S. 118?

Answer. HUD generally supports the direction that S. 118 takes the section 202
program. S. 118 includes facilitation of mixed finance structures, enhances preserva-
tion of existing projects, and refines the geographic allocation issues. However, a
number of further items are currently being reviewed by HUD staff which are not
fully addressed in S. 118. For example, we need more work to be done on building
synergies with Health and Human Services and State Medicaid and Medicare pro-
grams to make sure that we bring into our section 202 projects elderly residents
who can best take advantage of PACE and other Medicaid home and community
based waiver programs. Staff will be looking at all of the items contained within
S. 118 and can certainly work with the Congress to determine whether the reform
k1;11511n can best be effected as stand alone legislation or as part of a revised S. 118

ill.
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SECTION 202 SUPPORTIVE HOUSING FOR THE ELDERLY ACT

Question. Alternatively, can HUD implement any of the proposed changes admin-
istratively through the processing of applications or in the notices of funding avail-
ability (NOFAs)?

Answer. Yes. HUD anticipates implementing a wide range of administrative
changes, in addition to proposing statutory changes, to affect a comprehensive re-
form of the section 202 program.

SECTION 202 AND LOW-INCOME HOUSING TAX CREDITS

Question. Based on your testimony, HUD will make it easier to take advantage
of low-income housing tax credits (LIHTCs). While I am supportive of this effort,
I want to be clear that the neediest seniors, such as those eligible for section 202
housing, may not benefit from this change given that section 202 units must be af-
fordable to tenants at or below 30 percent of area median income, as opposed to
LIHTCs, which require that housing be affordable to those at or below 60 percent
of area median income. Can you expand on this initiative? Specifically: How does
HUD plan to account for the housing needs of the most vulnerable seniors, such as
the 202-eligible population, through increased use of LIHTCs?

Answer. As part of the overall reform vision, HUD anticipates modernizing the
section 202 program to make it easier for sponsors to work with other funding
sources, such as the Low-Income Housing Tax Credit program (LIHTC). This re-
flects the fact that the section 202 program is no longer a “one-stop shop” to cap-
italize and sustain a project but rather serves as the critical final piece of an overall
financing structure. Layering LIHTC with section 202 funding does not reduce af-
fordability relative to section 202 program requirements; rather it makes LIHTC
work to support a lower-income population. By leveraging LIHTC, which in recent
years produced 10 times as many units of low-income housing for the elderly as the
section 202 program, more projects can be made financially feasible and the reach
of the section 202 program can be effectively expanded.

Question. Current law allows section 202 developers to use LIHTCs in conjunction
with HUD funding. How will HUD specifically make this a more streamlined and
accessible process?

Answer. The level of regulatory oversight associated with section 202 is commen-
surate with that which would be associated with full Federal funding of the develop-
ment costs of construction. Yet even today, the program is expected to leverage a
range of funding sources, often including low income housing tax credits. These
other sources of funds bring with them important oversight, whether through State
Housing Finance Agencies or local municipal lenders or from the involvement of tax
credit investors and commercial lenders. These parties provide layers of account-
ability which HUD should generally not need to duplicate. As part of HUD’s on-
going review of the program, HUD will be looking to simplify its processing and
oversight to better reflect its expected role in these kinds of projects.

LOW-INCOME HOUSING TAX CREDITS

Question. Does HUD envision using 202 and 811 project rental assistance contract
(PRAC) to subsidize LIHTC units as is currently done with tenant-based section 8
assistance?

Answer. For sponsors who are able to bring other sources of funds to a project
such that they don’t require any capital advance funds from HUD, but otherwise
are able to comply with the requirement of the section 202 or section 811 programs,
HUD may consider the option of providing them with operating assistance only.
Under this scenario, these projects would still serve the same populations, but at
a much lower upfront cost to HUD. It’s not clear at this time that this scenario
would have significant utilization given the challenges sponsors generally face in
identifying capital funds.

SECTION 202

Question. Lastly, I want to applaud HUDs proposed changes to make section 202
a platform for the delivery of supportive services so that seniors can age in place.
However, section 202 housing must serve a varied senior population, not just frail
elders that qualify for nursing home-level care. In your testimony and budget sub-
mission you mention the Program of All Inclusive Care for the Elderly (PACE). Is
it HUD’s intent to limit the section 202 program to seniors who are frail and/or par-
ticipants in the PACE program?

Answer. HUD is working with stakeholders and its counterparts at the Depart-
ment of Health and Humans Services to answer that question. It’'s HUD’s under-
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standing that PACE must be considered only one of a number of programs serving
frail or near frail elderly in the community, particularly because PACE is only avail-
able in 30 States. Medicaid Home and Community-Based Service (HCBS) waivers
is another program that has applicability to the section 202 program; HCBS waivers
are found in 49 States. The section 202 program is an independent living program
which does not require licensure, so it is unlikely that it would make sense for HUD
to require all residents in a given building to be frail. Today, estimates suggest that
38 percent of current section 202 residents are frail or near-frail.

SELF-HELP HOUSING PROGRAM

Question. The Housing Assistance Council, as authorized by Public Law 110-246,
receives funding to help support housing efforts in rural communities through the
Self-Help Housing program. The HUD budget removed the funding for the Self-Help
Housing program and instead merged it with the Capacity Building program in
HUD. Unfortunately, the Capacity Building program as proposed by HUD is only
funded at $60 million for fiscal year 2011, a decrease of $12 million from last year.
I am deeply concerned about cutting funding to this program. Self-help housing and,
more specifically the Housing Assistance Council have helped create affordable
housing for rural communities across the country. These cuts may defer much need-
ed resources to rural communities and limit housing options for rural residents.
How is HUD going to ensure that rural communities will be able to access funds
as the programs are merged together?

Answer. The Self-help Homeownership Opportunity Program (SHOP) is not pro-
posed for merger into the Capacity Building program. In the fiscal year 2011 budget
request, HUD proposed to merge SHOP into the HOME Investment Partnerships
Program (HOME). Self-help housing, including activity costs for land acquisition
and infrastructure improvements, is already eligible under both HOME and the
Community Development Block Grant Program (CDBG). Significant amounts of
HOME and CDBG funding are already available to State and local grantees to fund
self-help housing opportunities for low-income households, including in rural areas.
In fact, the State CDBG program provides funding exclusively to all non-metropoli-
tan areas of the State, including rural areas, far exceeding the coverage area, and
funding level, of all of the SHOP grantees combined. It is true that self-help housing
will be competing with other eligible activities for State or local HOME or CDBG
funding, but Housing Assistance Council and other SHOP providers should be able
to ISnalée a case for a share of the funding based on their past successful performance
in SHOP.

In addition, HUD has requested increased funding for a newly designed Capacity
Building program totaling $60 million, $10 million more than the $50 million appro-
priated to the current section 4 Capacity Building program within HUD’s SHOP ac-
count.

Finally, $25 million of fiscal year 2010 funding is being made available for com-
petition in HUD’s Rural Housing Innovation program specifically targeted to rural
communities.

Question. How will HUD split the funding between self-help housing and the ca-
pacity building entities such as LISC and Enterprise Community Partners?

Answer. In the fiscal year 2011 budget request, the Self-help Homeownership Op-
portunity Program (SHOP) is proposed to be merged into the HOME Investment
Partnerships Program (HOME). Self-help housing, including activity costs for land
acquisition and infrastructure improvements, is already eligible under both the
HOME and the Community Development Block Grant Programs (CDBG). Signifi-
cant amounts of HOME and CDBG funding are available to State and local grantees
to fund self-help housing opportunities for low-income households, in both urban
and rural areas.

The fiscal year 2011 budget HUD has requested increased funding for a newly de-
signed Capacity Building program totaling $60 million, $10 million more than the
$50 million appropriated to the current section 4 Capacity Building program within
HUD’s SHOP account. These funds would be made available for competition through
a Notice of Funding Availability.

Recipients will include national and regional intermediaries with local affiliates
and partnerships, and consortia of intermediaries with demonstrated expertise.
Funding for assistance will support organization and core skills of line staff and
management so they can be partners with the administration as they implement
key initiatives such as Choice Neighborhoods, Sustainable Communities, and the
Catalytic Competition and work to restore the economic vitality of communities with
significant needs.
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QUESTIONS SUBMITTED BY SENATOR PATRICK J. LEAHY
SECTION 811

Question. The Final Rule for the HUD 811 program published in the Federal Reg-
ister on September 13, 2005 section 891.809 lists a number of limitations on capital
advances under that program including: (c) facilities currently owned and operated
by the sponsor as housing for persons with disabilities, except with rehabilitation
as defined in 24 CFR 891.105. However, recent HUD NOFAs for the 811 program
essentially precludes funding applications involving such rehabilitation by stating
that the refinancing of any Federal funded or assisted project or any project insured
or guaranteed by a Federal agency is not permissible under section 811 and also
that if the housing already serves persons with disabilities it can be rehabilitated
as long as it hasn’t operated as housing for persons with disabilities for longer than
1 year prior to the application deadline. Recognizing the importance of supportive
housing to prevent homelessness and the fact that it is at least half as expensive
to preserve existing units as to create new ones, would HUD consider allowing in
the next NOFA the possibility of funding capital advances when rehabilitation is oc-
curring as defined in 24 CFR 891.105? If not, would HUD entertain an 811 pilot
irl1 Ve:?rmont in which rehabilitation of units housing people with disabilities takes
place?

Answer. Section 891.809 is in subpart F of the regulations and these regulations
govern the mixed finance feature of the section 811 Program. HUD’s understanding
is that the intent of this mixed finance feature was to encourage the construction
of additional units. The Department believes that it is important to use its limited
resources to increase the supply of affordable housing for this population of very
low-income households. Various policy changes for the overall program are currently
under review.

SECTION 202

Question. In Vermont, as well as in other rural and urban areas of the country,
section 202 housing serves a varied senior population, including a substantial num-
ber of very frail elders. In my home State we are developing a service delivery model
that would layer very nicely onto HUD 202 housing and meet the wide range of
needs our seniors have—needs that no single existing program can meet. In the De-
partment’s budget submission to Congress, the rational for zeroing out the 202 was
program is that it needs improvement. I understand that most of the reforms to the
section 202 program can be made administratively in your processing of applications
or in the NOFAs. What is HUD’s timeline for the internal process of reform and
is it possible to finish these reforms in time for the fiscal year 2011 funding round
if Congress provides funding for section 202 this year? Can we help implement any
of those changes through report language or bill language included in the sub-
committee’s bill?

Answer. We plan to return back to Congress in June with a legislative proposal.
Our proposal will be based on analysis of the section 202 program by HUD staff
as well as feedback solicited from stakeholder groups. We look forward to working
with Congress to determine the best way to implement these recommended changes.

QUESTIONS SUBMITTED BY SENATOR DIANNE FEINSTEIN
NEIGHBORHOOD STABILIZATION PROGRAM FUNDING DISTRIBUTION

Question. California is at the center of the home foreclosure crisis. The California
metro areas of Stockton, Merced, San Bernardino and Riverside in particular have
among the highest foreclosure rates in the country. And while the national annual
increase in foreclosures appears to be leveling off, nearly 140,000 foreclosures were
filed in California this year—one of the highest rates in the country.

It is concerning to me that some of the hardest-hit areas of the country, such as
Fresno, Merced, and Stockton, have been entirely left out for funding under the
Neighborhood Stabilization Program (NSP) under the American Recovery and Rein-
vestment Act.

On January 14, 2010 the Department announced the second round of NSP awards
totaling $318 million in investment for California, yet nearly all applications sub-
mitted by projects in the Central Valley were rejected, despite a foreclosure rate of
13 percent in that area. This raises serious concerns to me that a Federal program
designed to stabilize and rehabilitate the hardest-hit communities could have com-
pletely overlooked the Nation’s epicenter for foreclosures.

Why are areas with the highest foreclosure rates being denied NSP funding?
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Answer. The Neighborhood Stabilization Program 2 (NSP2) funds were distrib-
uted on a competitive basis as required by the Recovery Act. The Department re-
viewed 482 applications that requested, in aggregate, more than $15 billion, more
than 7% times the available funding. The Department established a thorough proc-
ess to review applications and was ultimately able to fund 56 applications, less than
12 percent of total. Of the funded applications, 31 received less than the amount
requested in order to increase the total number of applications receiving funding.

NSP2 applicants had to respond to six factors: Need in Target Geography; Dem-
onstrated Capacity; Soundness of Approach; Leveraging of Other Funds or Removal
of Substantial Negative Effects; Energy Efficiency Improvement and Sustainable
Development Factors; and Neighborhood Transformation. Every applicant for NSP2
funding had to demonstrate a high level of need in order to be eligible to apply for
assistance but this was only one aspect of the competition. The bottom line is that
NSP2 was a competition and some grantees responded in a more comprehensive
manner than others. Ultimately, HUD’s review process awarded funds to the high-
est rated applications and need represented only one aspect of that competition.

Question. What specific measures is the Department using to determine the fund-
ing distribution for NSP?

Answer. The Neighborhood Stabilization Program 1 funding was distributed
through a formula, and the criteria for that formula were identified in the Housing
and Economic Recovery Act (HERA) of 2008. The criteria included: number and per-
cent of foreclosures; number and percent of subprime mortgages; and number and
percent of mortgages at risk of default.

Neighborhood Stabilization Program 2 funding was distributed through a competi-
tive program, using 6 factors: Level of need in Target Geography; Demonstrated Ca-
pacity; Soundness of Approach; Leveraging of Other Funds or Removal of Substan-
tial Negative Effects; Energy Efficiency Improvement and Sustainable Development
Factors; and Neighborhood Transformation. Further detail on the factors can be
found in the Notice of Funding Availability (NOFA) issued on May 4, 2009. This
NOFA can be viewed on the HUD Web site at: http:/www.hud.gov/offices/cpd/
communitydevelopment/programs/neighborhoodspg/pdf/nsp2.nofa.pdf.

Question. What is main rationale for not including additional funding for this im-
portant program in the fiscal year 2011 budget?

Answer. While the Department did not request NSP funding as part of the fiscal
year 2011 budget, Secretary Donovan has announced his support for an additional
$2.1 billion for NSP funding to continue efforts already in place and to help address
foreclosure and abandonment problems in communities that have not been reached
via NSP1 or NSP2.

The administration also announced plans to reallocate funds awarded through
NSP1 that have not yet been committed to specific projects in order to drive more
funding to the hardest hit communities. HUD has already awarded nearly $6 billion
in NSP grants to help State and local governments respond to rising foreclosures
and falling home values. Nearly $4 billion funded NSP1 through the Housing and
Economic Recovery Act of 2008 (HERA) and an additional $2 billion funded NSP2
through the American Recovery and Reinvestment Act of 2009 (Recovery Act). The
initial NSP1 funds provided each State government with a “base allocation” of $19.6
million without regard to varying degrees of need. Eighteen months later, the De-
partment will recapture money from communities that have not yet committed
NSP1 funding, and reallocate it to city and county governments with very high fore-
closure and/or vacancy rates and their jurisdiction, based on the most recent data.
HUD estimates that 70 percent of the $3.9 billion in NSP1 funds would be obligated
by the 18-month deadline this Fall, in September and October 2010, for a recapture
of approximately $1 billion.

Through the recapturing process, HUD is working to use the resources we have
already received and build on the success and lessons from NSP1 and NSP2, ideally
with additional funding for a third round, to best target the recovery in hard hit
areas based on their foreclosure and delinquency rates, vacancy problems and un-
employment. We also want to go a step further by providing funds to help home-
owners avoid foreclosure.

COMMUNITY DEVELOPMENT FUND CATALYTIC INVESTMENT COMPETITION GRANT
DISTRIBUTION

Question. The new Catalytic Investment Competition Grant program proposed
under the Community Development Fund in the administration’s budget request
would provide economic development and gap financing to implement targeted in-
vestments for neighborhood revitalization. I am encouraged to see HUD further its
efforts to help communities with the greatest need and potential for growth. How



115

would the proposed $150 million grant program take into account areas that are
high-cost, such as California, to ensure they are not left out?

Answer. The Catalytic Investment Competition will use the authorities of CDBG
to provide capital for high impact, innovative economic development projects and to
capitalize meaningful investments for neighborhood and community revitalization.
Unlike CDBG, consortia including high capacity non-governmental entities may
apply along with governmental entities.

While HUD has not fully developed the competition framework, please be assured
any program design will provide a level playing field for all applicants including
those in high cost areas. Applicants will be required to develop a plan that includes
measurable outcomes for job creation and economic activity and exhibit capacity to
implement the plan. They will be encouraged to leverage other public and private
community development and revitalization programs and to augment other place-
based strategies, such as Choice Neighborhoods, Promise Neighborhoods, HOPE VI,
and Sustainable Communities to help strengthen existing and planned investments
in targeted neighborhoods to improve economic viability, extend neighborhood trans-
formation efforts, and foster viable and sustainable communities.

SECTION 202 HOUSING FOR LOW-INCOME SENIORS

Question. The administration’s budget proposes to reduce funding to support the
construction of housing for very low-income elderly. The Department’s section 202
housing program was funded at nearly $825 million in fiscal year 2010, but the ad-
ministration has requested $274 million for fiscal year 2011. This is a cut of nearly
67 percent to a program that many elderly Californians rely on for affordable hous-
ing. How will the Department continue to offer affordable rental housing to low-in-
come seniors despite such a major budget cut?

Answer. The $274 million requested for section 202 in fiscal year 2011 will cover
the cost of project renewals only; no new production funds are being requested.
These renewal funds will support the nearly 400,000 elderly residents who currently
live in section 202 housing. In addition, in fiscal year 2011, HUD expects to house
over 2.4 million families in public and assisted housing of which 58 percent are el-
derly or disabled and provide tenant based vouchers to more than 2.1 million house-
holds of which 47 percent are elderly or disabled. As well, HUD anticipates approxi-
mately 5,800 new units of section 202 will come on line during fiscal years 2011
and 2012 because of prior year funding commitments. The Department will submit
a section 202/811 legislative proposal in June that will address these issues.

SELF-HELP HOME OWNERSHIP PROGRAM (SHOP) FUNDING

Question. The administration’s proposed budget does not request funding for the
Self-help Home Ownership Program, which helps non-profit organizations leverage
funds from outside private organizations to assist home buyers.

The budget request proposes that the HOME Investment Partnerships Program
could instead fund SHOP projects, yet the funding for HOME is also proposed to
be cut from $1.82 billion in fiscal year 2010 to $1.64 billion in fiscal year 2011.

It is my understanding that SHOP makes revolving funds available to non-profit
organizations for future land development. In many urban areas, there are local
funds that work in cooperation with HOME. In small and rural communities, how-
ever, there are seldom such funds available, making SHOP particularly important
for these communities.

How will the Department help support non-profit organizations that assist low in-
come families despite eliminating the SHOP program and reducing funding for the
HOME program?

Answer. HOME funds are distributed by a needs based formula and all States,
including those with significant rural area, are guaranteed a minimum HOME for-
mula allocation. By statute, HOME funding for housing programs must be used for
low-income families, including those that live in rural areas. In addition to HOME
funds, a significant amount of State Community Development Block Grant funding
is made available to local communities that are rural in nature.

Most current affiliates of SHOP grantees (non-profit organizations) already qual-
ify, or can easily qualify, as a Community Housing Development Opportunity
(CHDOs) in the HOME program. This would make them eligible for funding for self-
help home ownership activities from the 15 percent minimum set-aside of HOME
funds specifically for qualified CHDOs, giving them an advantage over other groups
competing for funds. In addition, CHDOs are eligible to retain proceeds from devel-
opment activities, and annual funds for CHDO operating expenses. The CDBG pro-
gram may also be used to create revolving loan funds at the State and local level
for community development and housing activities in rural areas. The State CDBG
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program provides funding for these activities exclusively to jurisdictions in non-met-
ropolitan areas.

SHOP funding is structured as direct funding to grantees for immediate use—it
does not provide funding specifically for revolving loan funds. Two current SHOP
grantees, the Housing Assistance Council and Habitat for Humanity, are national
organizations that require their local affiliate organizations to repay 20 and 25 per-
cent of the SHOP funds distributed to them for local self help home ownership pro-
grams back to these national organizations for deposit in their revolving loan funds.
However, these loan funds are not necessarily used for self-help housing, but for a
variety of other community development activities.

QUESTIONS SUBMITTED BY SENATOR FRANK R. LAUTENBERG
PUBLIC HOUSING CAPITAL FUND

Question. The President’s budget request proposes a $456 million cut in the Public
Housing Capital Fund. The $4 billion provided for the fund in last year’s economic
recovery act was meant to supplement regular appropriations, not replace them.

Given the substantial backlog of capital needs—estimated by your own agency to
be as high as $24 billion—what is the justification for cutting funding that is so crit-
ical for the long-term sustainability of public housing?

Answer. The Department agrees that there is a substantial backlog of deferred
capital needs in the public housing program. Given fiscal constraints, the Depart-
ment cannot realistically request enough funding to solve the backlog of capital
needs through annual Capital Fund appropriations. For this reason, the Depart-
ment is proposing to launch a multiyear effort called Transforming Rental Assist-
ance (TRA). This initiative will preserve HUD-funded public and assisted housing,
stem the loss of affordable units, enhance housing choice for residents and stream-
line the administration of HUD’s rental assistance programs. In 2011, the first
phase of this initiative would provide $350 million to preserve approximately
300,000 units of public and assisted housing by leveraging over $7 billion in private
investment.

At this point, PHAs have access to post transfers for operating purposes from Re-
covery Act formula funding ($3 billion), Recovery Act competitive funding ($1 billion)
and Capital Funds allocated pursuant to the standard annual appropriation for
2009 ($2.2 billion). In June, the Department will post transfers for operating pur-
poses ($2.3 billion) from the Capital Funds pursuant to the 2010 appropriation.
PHASs, therefore, will have access to more Capital Funds in 2011 because of the
large amount of Capital Funding made available in 2009 and 2010.

In previous years, PHAs have funded 8-11 percent of their Capital Funds to oper-
ations in order to make up for a shortfall in Operating Funds. The Department’s
fiscal year 2011 budget request for the Operating Fund is for 100 percent of the eli-
gible costs. Given the higher level of funding for the Operating Fund, PHAs will be
able to keep an extra 8-11 percent in the Capital Fund account rather than funding
it and will, therefore, be able to address more Capital Fund needs.

Furthermore, PHAs continue to be able to obtain private financing through the
Capital Fund Financing Program (CFFP) and through mixed finance transactions.
PIH anticipates that PHAs will be able to borrow over $100 million in CFFP financ-
ing alone in 2011 (not including amounts leveraged in mixed finance transactions).

Ultimately the Department believes that PHAs will have their best opportunity
to address the backlog in capital need through participation in the Transforming
Rental Assistance (TRA) initiative. PHAs that convert properties from the public
housing program to a project based contract model under TRA can expect to position
those properties to take advantage of private sector financing and leveraging to ad-
dress capital needs backlog in a way that is not possible under the conventional
public housing program.

DRUG ELIMINATION PROGRAM

Question. Public housing authorities in New Jersey and around the country con-
tinue to face safety and security issues as a result of drugs and criminal activity.
Prior to fiscal year 2002, public housing authorities were able to fund safety, secu-
rity, and drug- and gang-prevention activities through the Public Housing Drug
Elimination Program (PHDEP). Since that program has been eliminated, public
housing authorities have struggled to find the funding they need to keep their prop-
erties free of drugs and crime. Does HUD have any plans to reinstate PHDEP? Is
your agency willing to work with this subcommittee to get this program restored
this year?
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Answer. Safety and security of the public housing residents is part of the overall
mission of the Department. Any capital improvements that improve the safety and
security of public housing developments are an eligible use of the Capital Fund.
However, some PHAs face greater needs stemming from unanticipated immediate
needs that increase the threats to the safety and security of their residents. Emer-
gency Capital Need in the amount of $5 million of the 2009 funding had been made
available to address the needs for 2009 and $2 million of the 2010 funding is being
made available to address the needs in 2010. The 2010 amount may be increased
depending on the demand for funds from other types of emergencies and non-presi-
dentially declared disasters. The Department is issuing a notice in June 2010 that
defines the safety and security emergencies that will be covered by this funding and
details the application process. The Department is always willing to discuss any
ideas that will effectively improve the safety and security of our program recipients.

EMERGENCY CAPITAL NEEDS

Question. In both fiscal year 2009 and fiscal year 2010, Congress allocated $20
million to address the emergency capital needs of public housing authorities, includ-
ing “safety and security measures necessary to address crime and drug-related ac-
tivity.” As of February of this year, no applications had been received for this fund-
ing, largely because HUD had not issued any notices or guidance. Last December,
I sent you a letter requesting that you make this guidance available as soon as pos-
sible. In your response dated February 5, 2010, you stated that you intended to
“make this information available to PHASs in the near future.”

Has HUD provided public housing authorities with a formal notification of this
funding?

When do you expect eligibility guidelines, especially as they relate to the safety
and?security portion of this funding, to be made available to public housing authori-
ties?

Answer. Safety and security of the public housing residents is part of the overall
mission of the Department. Any capital improvements that improve the safety and
security of public housing developments are an eligible use of the Capital Fund.
However, some PHAs face greater needs stemming from unanticipated immediate
needs that increase the threats to the safety and security of their residents. Five
million dollars of the 2009 funding had been made available to address the needs
for 2009, and $2 million of the 2010 funding is being made available to address the
needs in 2010. The 2010 amount may be increased depending on the demand for
funds from other types of emergencies and non-presidentially declared disasters.
The Department is issuing a notice in June 2010 that defines the safety and secu-
rity emergencies that will be covered by this funding and details the application
process.

SECTION 202 SUPPORTIVE HOUSING FOR THE ELDERLY

Question. The President’s budget request includes a drastic cut to the section 202
Supportive Housing for the Elderly program. Although I understand the need to re-
design and modernize this program, demand for section 202 housing remains high
and I am concerned about the effect this proposal will have on the Nation’s stock
of senior housing. Why is it necessary to suspend funding in order to reauthorize
and modernize section 2027

Answer. In the context of severe resource constraints, the administration’s fiscal
year 2011 budget targets housing investments to their most crucial and catalytic
uses, primarily rental and operating assistance that best enable HUD’s partners to
leverage additional resources. HUD requested the suspension of sections 202 and
811 Capital Advance Grants in fiscal year 2011 in order to put both programs
through a thorough review. Both programs have suffered from a lack of updating
and an overhaul was needed to better target HUD’s resources to more cost-effec-
tively meet the current housing and supportive service needs of frail elderly and dis-
abled very low-income households. The Department will submit a section 202/811
legislative proposal in June that will address these issues.

QUESTION SUBMITTED BY SENATOR SUSAN COLLINS
HOUSING FIRST

Question. Housing First is an approach to ending homelessness that centers on
providing homeless people with housing quickly and then providing services as
needed. Maine has one Housing First model called Logan Place, a low income hous-
ing property serving 30 chronically homeless people. A second Housing First model,
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Florence House, is expected to open at the end of this month and will serve 25
chronically homeless women.

Studies have shown that the Housing First model is highly effective at helping
people maintain housing stability when they have a history of homelessness and dis-
abilities. The Housing First approach does not require tenants to be sober or engage
in services at the time of entry; rather, they are moved directly from the streets or
emergency shelters and the services required to help them remain housed are pro-
vided to them.

An in-depth study was performed in Maine on the cost of housing people vs. their
remaining homeless, which assessed 99 participants, including most of the residents
at Logan Place. The study concluded that housing people cost less than allowing
people to remain homeless, and services were delivered in a more cost-effective man-
ner.

Is the administration considering the advantages of a Housing First approach to
help address the growing number of homeless people?

Answer. HUD’s McKinney-Vento funded Permanent Supportive Housing (PSH)
program grantees are given flexibility to design programs that meet the commu-
nity’s needs—including PSH programs that use the Housing First model. New
HEARTH Act legislation allows this flexibility to continue for PSH programs. In
general, communities have moved away from offering shelter-only alternatives, into
service-based interventions such as safe havens, outreach, housing first and perma-
nent supportive housing. By encouraging Continuum of Care (CoC’s) to shift from
funding services to housing activities, HUD shifted millions of dollars from services
funding into funding for housing activities. Persons with disabilities, including the
Housing First target population of primarily chronically homeless persons, will con-
tinue to be targeted with 30 percent of annual homeless assistance awards. In the
past, HUD has met and exceeded the Congressional requirement of 30 percent for
permanent housing for persons with disabilities, which remains a requirement
under HEARTH.

QUESTIONS SUBMITTED BY SENATOR THAD COCHRAN
MANUFACTURED HOUSING

Question. Mr. Secretary, manufactured housing production has dropped to an an-
nual rate of fewer than 50,000 homes, compared to nearly 400,000 units in 1998.
Can you explain why the new FHA title I program rules for manufactured housing,
which were authorized by Congress in the Housing and Economic Recovery Act of
2008, have not been issued?

Answer. The new Federal Housing Administration (FHA) title I program rules for
the Manufactured Home Loan Program were issued on April 14, 2009, by title I let-
ter, TI-481.

The Housing and Economic Recovery Act of 2008 (HERA) provided for several
changes to FHA programs to be initially implemented by notice in order to facilitate
implementation of long-desired changes to FHA programs without having to wait for
the often 12-month period it takes for a formal rule to be issued. On this basis,
HUD implemented the HERA changes to FHA title I Manufactured Home Loan Pro-
gram by title I letter. Although HUD implemented the new requirements by letter,
HUD solicited comment on HUD’s implementation of these requirements through an
April 21, 2009 Federal Register publication.

HUD is currently developing the final rule, which takes into consideration the 7
public comments received in response to the April 21, 2009 solicitation of comments.
HUD believed that it was prudent to ensure sufficient public comment and did not
rush to codify new regulations based on the title I letter, TI-481, issued April 14,
2009. HUD believed that before codifying these requirements, it would benefit by
seeing how the new requirements worked in practice, and whether clarifications or
modifications would be needed before formal codification. HUD believes that it has
benefitted from the year-long experience it has had in seeing how the rules in the
title I letter have worked. HUD is developing the rule for codification, and will not
only take into consideration the 7 public comments received, but also the experience
to date of HUD and industry operating under the new requirements for the past
year. However, until that rule is issued, title I Letter, TI-481, dated April 14, 2009,
remains the rule implementing document.

Question. You say in your statement that “the Federal Housing Administration
(FHA) has stepped up to fulfill its countercyclical roll—to temporarily provide nec-
essary liquidity while also working to bring private capital back to credit markets”,
but this has not been the case for manufactured housing. Do you believe that a non-
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career?administrator for the manufactured housing program would address this dis-
parity?

Answer. The FHA Commissioner has taken the leadership to address this dis-
parity by responding to an invitation from Representative Donnelly of Indiana. Both
the Congressman and the Commissioner will be meeting on June 2 in Elkhart, Indi-
ana with key lenders along with Ginnie Mae, Fannie Mae, Freddie Mac and manu-
facturers to identify the issues for which these parties are seeking further clarifica-
tion and information regarding the complex financial problems in both the primary
and secondary markets.

Question. Manufactured housing plays an important role in the housing market
by providing families, often with a limited income, an opportunity for home owner-
ship. What 1s HUD doing to help promote the manufactured housing marketplace,
including international opportunities?

Answer. HUD has worked to highlight the home ownership and community oppor-
tunities available with manufactured housing. This has included reports to help
builders understand how manufactured housing could be used in their construction
efforts. It is HUD’s general position that factory built construction (including manu-
factured, modular, and panelized) provides many opportunities and can contribute
to local development activities. In addition, HUD provides Federal insurance
through the FHA for loans to finance the purchase of manufactured homes.

Also as noted in the response to question No. 4, HUD is working closely with the
State Department and USAID on a variety of international housing development
and urban policy issues. In meeting with representatives of other governments,
HUD officials will take advantage of these new opportunities to highlight the bene-
fits of U.S. factory built housing and related construction materials and products.

Moreover, many housing products produced in the United States can be used
internationally. HUD has worked with builders and manufacturers to help them un-
derstand how they might take advantage of opportunities for international sales.
The manufactured housing building code (the HUD-code) is unique to the Unites
States and may not be accepted in other countries. Therefore, manufacturers of
HUD-code homes may elect to offer similar products produced on the same produc-
tion line or produce other types of factory-built housing that can be more easily
shipped such as panelized housing. In many cases, the manufactured housing pro-
duction line could be used for many similar products.

Question. 1 understand that you will be attending the United Nations World
Urban Forum. This is especially unusual as HUD seldom, if ever, plays a role in
international housing issues. Nevertheless, this is an opportunity to note the poten-
tially inexpensive cost and housing opportunities represented by manufactured
housing in many parts of the world. I urge you to use this opportunity to highlight
the benefits and promote the use of manufactured housing to the international audi-
ence.

Answer. HUD has engaged in international exchange programs for several dec-
ades. However, under the Obama administration, HUD has considerably expanded
the scope and nature of its contacts with other governments and international orga-
nizations. The administration believes that many lessons can be learned from expe-
rience of other countries, and has seen value in these relationships. HUD is working
closely with the State Department and USAID on a variety of international housing
development and urban policy issues. In meeting with representatives of other gov-
ernments, HUD officials will take advantage of these new opportunities to highlight
thedbeneﬁts of U.S. factory built housing and related construction materials and
products.

Moreover, many housing products produced in the United States can be used
internationally. HUD has worked with builders and manufacturers to help them un-
derstand how they might take advantage of opportunities for international sales.
The manufactured housing building code (the HUD-code) is unique to the Unites
States and may not be accepted in other countries. Manufacturers of HUD-code
homes may elect to offer similar products produced on the same production line or
produce other types of factory-built housing that can be more easily shipped such
as panelized housing. In many cases, the manufactured housing production line
could be used for many similar products.

Question. There have been a number of articles recently regarding the sale of
thousands of manufactured housing units by FEMA into the marketplace. People
have raised serious concerns about environmental and cost issues regarding these
units. As the housing regulator for the Nation, what is your opinion on the potential
impact on the marketplace for new manufactured units? What is HUD’s role in the
resale of units, especially since another Federal agency is involved? If there are en-
vironmental issues, who is looking at those issues, and who is responsible for any
related decisions?
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Answer. HUD has no role in GSA’s resale of the temporary housing units as
HUD’s regulatory role is limited to new sales and not resale. HUD regulates only
how the home was designed, the compliance of the home when the manufacturer
provided it to the first purchaser, and the first installation of the home. A small
fraction of the units FEMA is selling through GSA are HUD-code manufactured
housing. These manufactured housing units were produced to the same standards
as all manufactured housing and have received periodic inspections and mainte-
nance during their use. The small size of the FEMA manufactured homes is in stark
contrast with the size of most of the manufactured housing units available in the
United States. It appears unlikely a home buyer interested in a larger home would
purchase one of these units instead of a new manufactured home. We anticipate the
FEMA manufactured homes entering the resale market will be less expensive than
new units, a result of the units being used and the smaller, single wide form. This
could provide to some degree, increased home ownership opportunities for families
of modest means. Following Hurricane Katrina, many manufacturers in the region
produced units under contract to FEMA that are now available for resale. It is rea-
sonable to expect that local retailers would be involved in the purchase, inspection,
resale and installation of the units. HUD is not involved in the safety aspects of
the units being sold through GSA and these issues rest with FEMA and questions
should be addressed to FEMA.

SUBCOMMITTEE RECESS

Senator BOND. The subcommittee will hold the next hearing on
Thursday, March 25, at 9:30 a.m., on the Federal Housing Admin-
istration.

Thank you very much, Mr. Secretary.

Secretary DONOVAN. Thank you, Senator. And let me just recog-
nize the great work and partnership that we have with Ken
Donohue, who is our inspector general, around a lot of these fraud
issues. I don’t want to let the record close without recognizing his
partnership.

Senator BOND. A very important additional tool that you and we
have and we appreciate his good work.

Thank you.

Secretary DONOVAN. Thank you.

[Whereupon, at 11:20 a.m., Thursday, March 11, the sub-
committee was recessed, to reconvene at 9:30 a.m., Thursday,
March 25.]
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Eenator MUuRrrAY. Good morning. The subcommittee will come to
order.

This morning, we are going to be holding a hearing on the Presi-
dent’s budget request for the Federal Railroad Administration
(FRA) and the budget request of the National Passenger Railroad
Corporation, Amtrak.

We're going to be hearing testimony from two panels this morn-
ing. The first panel will include the Administrator of the Federal
Railroad Administration, Mr. Joseph Szabo. The second panel will
consist of three witnesses: Amtrak’s President and CEO, Mr. Joe
Boardman; Amtrak’s inspector general (IG), Ted Alves; and the
deputy inspector general for the Department of Transportation, Ms.
Ann Calvaresi-Barr.

I want to welcome all of our witnesses at this time and thank
you for being here this morning. I look forward to hearing all of
your testimony.

Efficient rail transportation in America ties our community to-
gether. It creates jobs and boosts the economy and reduces the
prices of goods being shipped. And it helps commuters around the
country get to work. That’s why I'm so glad this administration has
expressed a level of interest in rail transportation we haven’t seen
in a long time. They understand the important role railroads play
in our transportation system.

This subcommittee has seen too many budget requests from pre-
vious administrations that would have guaranteed the bankruptcy
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of Amtrak, which would have been devastating to commuters and
communities across the country.

I know families in my home State of Washington deeply value
our Amtrak service. The Cascade line has set a new record for rid-
ership this year. And I've personally heard from a lot of people who
depend on it.

I know that communities around the country value their rail
service, as well. That’s why I'm so glad that this year the adminis-
tration’s request for grants to Amtrak would support the railroad,
although it does not meet all the needs identified by Amtrak itself.

In addition, the administration is again requesting $1 billion for
grants to support intercity and high-speed rail. This funding builds
on the $10.5 billion provided for these purposes through the fiscal
year 2010 appropriations act and the American Recovery and Rein-
vestment Act, including $590 million to improve high-speed rail in
Washington State.

And finally, rail transportation is being included with roads and
mass transit in discussions about the Nation’s larger network of
surface transportation.

In the Recovery Act, we were able to provide States with the
flexibility to invest their formula grants in freight and passenger
rail. Rail transportation has also played an important part in the
Department’s Transportation Investment Generating Economic Re-
covery [TIGER] grant program that I fought to include.

But, we still need to recognize that all of this work, as well as
recent proposals for additional funding, are happening at a time
when financial constraints are increasing and likely to become even
greater. As families across the country look for ways to tighten
their belts, leaders here in Washington, DC need to redouble our
efforts to get Federal spending under control and reduce our debts
and deficit. That’s why the budget President Obama sent to Con-
gress freezes domestic discretionary spending, and the budget reso-
lution recently passed in the Senate Budget Committee goes a step
further by reducing the spending by an additional $4 billion.

We owe it to future generations to not burden them with debt.
But, we also owe it to them to continue making the investments
we know will strengthen our economy and make our country more
competitive in the long term. That’s why I'm looking carefully for
areas to cut spending. But, I also know that lower spending levels
will make it more difficult for Congress, and for this subcommittee,
in particular, to find ways to pay for important infrastructure pro-
grams.

I know many people think the answer to this problem lies in
funding—finding a source of funding outside of the annual appro-
priations process. The Highway Program and the Highway Trust
Fund offer an easy example of a dedicated, and what has histori-
cally been a stable source of funding for transportation infrastruc-
ture. But, we should all understand that the financial constraints
are just as real outside of the appropriations process. The Highway
Trust Fund has been threatened with insolvency for more than 2
years, and we still have not seen any realistic proposals to stabilize
the Trust Fund throughout the next authorization period.

This subcommittee has turned to appropriating funds directly
from the general fund in order to provide additional investments in
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our Nation’s roads and transportation infrastructure during the
current fiscal year.

So, there is no silver bullet and there’s no way to avoid making
difficult decisions in setting priorities. And while I believe that the
administration’s budget request would make important invest-
ments in rail transportation, there are still significant concerns
that this subcommittee will have to consider for fiscal year 2011.

The administration has failed to request any funding for positive
train control, an important new technology for preventing rail colli-
sions and derailments. And the administration’s budget request for
grants to Amtrak does not address the railroad’s need to modernize
its aging fleet.

During this hearing, we will have the opportunity to look at
those important issues. In addition, we’ll be able to get additional
details on the administration’s effort to improve rail safety, and
specifically its progress in implementing a risk-based safety pro-
gram.

However, one of the biggest questions is how well the new lead-
ership at the Federal Railroad Administration and at Amtrak can
manage our investments in rail transportation over the long term.
In the very beginning of the Obama administration, the FRA was
tasked with awarding $8 billion in grants for intercity and high-
speed rail. The program was brand new and, as part of the Recov-
ery Act, it needed to be set up immediately.

Adding to these challenges, the FRA had never before adminis-
tered such a significant grant program. Recent rail legislation has
also added significantly to the agency’s workload. FRA needs to
manage its new responsibilities and build a workforce that has the
skills necessary to successfully complete all of that work.

Amtrak also has new leadership, and there’s a new level of co-
operation between its board and management team. They've
worked aggressively to complete a new strategic plan, build the
system for prioritizing capital needs, and develop a plan for mod-
ernizing its fleet. But, the real test of Amtrak’s new leadership
team will be as the railroad implements its new plans.

This subcommittee needs to see that the leadership at the FRA
and at Amtrak administer their programs and manage their fund-
ing effectively and responsibly. Both organizations face significant
challenges in the years ahead, but we cannot afford to waste tax-
payer dollars or squander this unique opportunity to make our rail-
roads work better for commuters, businesses, and communities
across the country.

With that, I will turn it over to my ranking member, Senator
Bond.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you very much, Madam Chair.

And I join you in welcoming all of our witnesses today.

And I thank you for outlining the tremendous budget squeeze
we're going to be facing this year. And it is going to take a great
deal of work to deal with the challenges we have and the limits
on—which are placed on us.

And as the Chair said, making an already bad situation worse,
the Congressional Budget Office projects that the national debt will
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balloon to 90 percent of the economy by 2020. If interest payments
on the debt remain at this same interest-rate level, we’ll have to
pay $800 billion. Nobody who knows anything about finance thinks
we won’t have a significant increase in interest rates when our
debt gets that high.

In other words, we’re drowning in debt. And the situation is
going to get worse. The decisions we make on the budget and ap-
propriations will be critical to the future economic health of our
Nation. And we have to find the right balance, spending to fund
critical national priorities.

And, Madam Chair, as you've—as you have already described,
our general revenue programs compete against one another. It’s
transportation versus housing. Both programs have strong pro-
ponents, as well as very compelling needs. And they seek to maxi-
mize funding for their priorities. High-speed rail, Amtrak capital
assistance, and fleet are all in direct competition for funding with
other transportation priorities, as well as critical housing and com-
munity development programs for the poor.

HUD is also in this same pool—is seeking significant funding for
the coming year: $250 million for Choice Neighborhoods, $350 mil-
lion for transforming rental assistance. In addition, these pro-
grams, in total, are likely to cost several billion dollars more in
each subsequent fiscal year.

At the same time, HUD is proposing the elimination of dedicated
funding for housing programs that help the elderly and disabled.
These are very important programs. There is great need, and obvi-
ously there’s great support in Congress for them. How we balance
those funding needs, both old and new programs in HUD, are dif-
ficult, under whatever allocation we receive for the year, let alone
in competition with substantial old and new transportation funding
requests, and especially rail, which are likely to require not just
significant, but huge increases in the subsequent fiscal years.

Personally, I grew up as a railroad fan. I always loved trains.
First time I got a chance to ride on a train, I loved it. I rode on
a train. When I got to be Governor, I started State funding for Am-
trak. And there was nothing greater than taking my very young
son from Jefferson City to Kansas City, or to the State fair at Seda-
lia. So, I come here as a rail fan.

But, at the same time, if we increase funds for transportation
projects like Amtrak, when we have these other needs, we are, in
a very real way, in danger of railroading the poor, using limited
general revenues to pay for rail, rather than housing programs.
And housing programs are not optional. We have people who de-
pend on housing. And we can’t walk away from them.

I think it’s important, first, to take a look at the unprecedented
amount of money rail projects have already received. No one can
deny that there’s a lot of money going to fund the rail these days,
following the passage of the American Recovery and Reinvestment
Act of 2009 [ARRA]. In fact, the biggest winner within the Depart-
ment of Transportation, government-wide, has been the FRA. They
are trying to manage grants, beyond their wildest dreams, when
the Passenger Rail and Investment Improvement Act of 2008 was
signed into law. Who would have anticipated the rail would be the
beneficiary of so much general revenue paid for by the American
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taxpayer? These are not dedicated funds, as the chair has pointed
out, paid for by users of passenger rail or freight. These are general
funds paid by all our taxpayers.

Amtrak received a record $1.3 billion in 2009 for capital grants,
while high-speed rail received $8 billion, with an additional $2.5
billion in 2010. FRA had some experience in managing Amtrak
grants, but a whole new $10.5 billion program on top of Amtrak
and all of the safety programs they are responsible for overseeing
has to be a work in progress for any modal administration.

With this sudden new influx of billions of taxpayers’ dollars, I
want to ensure American taxpayers that not only are they getting
what they are paying for, but also know what they’re paying for.
With billions more taxpayer dollars poured into Amtrak, which
has—let’s be honest—has had management problems in the past,
I want to ensure that these dollars are not victims of waste, fraud,
and abuse.

To ensure that taxpayers get the oversight and transparency
they deserve, I've asked the Government Accountability Office to
review the first $8 billion awarded for high-speed rail grants. I be-
lieve the American taxpayers need to know how the administration
chooses the projects to fund with their money. That includes how
projects are reviewed, ranked, and scored within the Department.

Taxpayers also deserve to know how the Department applied its
criteria for selection and the process used in evaluating awardees.
They need to know how the score is given to each of these projects
selected, and those which were rejected for funding in the first
round. It’s critical for our subcommittee to understand the nature
of the projects funded and to what extent they represent a depar-
ture from, or a continuation of, existing rail service and networks,
and how they will fit in to the National Rail Plan due to the sub-
committee on September 15 of this year.

What’s the future of rail in America? What does the unprece-
dented amount of new funding mean? This, to me, is a very impor-
tant question. The American public and the private sector are un-
clear on if the recent funding for rail in America is just a blip or
if rail is here to stay. Are we looking to fund beyond the $1 billion
proposed, per year, by the administration, for high-speed rail? Are
we supportive of Amtrak’s new fleet proposal, which, over the pe-
riod of 2040, will cost approximately $23 billion, in 2009 dollars?
When taxpayer dollars are already scarce, where’s the money com-
ing from? Will it come at the expense of critical programs under
HUD or the fund—the funding needs of traditional transportation
programs, like highways, roads, and bridges?

Last year, $1 billion in the budget for high-speed rail turned into
$2.5 billion when we went to conference with the House. This was
due, in part, to artificially inflated budgets for transportation with-
out any details or plans for a National Infrastructure Bank. When
the National Infrastructure Bank failed to get—garner needed con-
gressional support, we had general fund money on the table that,
in my view, should have gone to critical programs to help strug-
gling families or deficit reductions, rather than the rail industry.

If Congress goes even further to fund high-speed rail this year,
we're definitely railroading the poor to pay for passenger rail. Espe-
cially true this year, when there’s not a unified National Rail Plan
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that includes passenger rail, high-speed rail, Amtrak, State rail
plans, freight rail, and a cost-to-complete estimate.

Right now, when it comes to rail, no one has a complete picture—
we're looking—of what we're looking to build; a map of the plan;
how we're going to pay for it, or how much it will cost us.

Under last year’s appropriations bill, we’re supposed to get the
plan on September 15. That plan should contain a map—which cor-
ridors have been identified as high-speed rail investment priorities
for the administration. We need cost estimates for these corridors,
and we should have benchmarks, an idea of how incremental im-
provements along existing rail networks will benefit the traveling
public. And they have to be fully integrated with State rail plans
and Amtrak existing lines.

We should know the full cost of the equipment necessary to run
the system. Today, to be quite honest, despite our inquiries, we
don’t know what we’re building, how much it will cost, and whether
or not rail investment in America is here to stay, without dedicated
funds, because the cost seems to be going out the roof.

The proposals, so far, have been just a handout of general rev-
enue, with no funding source attributed to it, when our country, as
I have indicated earlier, is going further and further into debt.

The worst part is, under the Recovery Act and grants in 2010,
we don’t even know what they’re building and whether the use of
taxpayer dollars for this purpose is an appropriate use of funds, be-
cause, as I said, we don’t have the plan.

In March, Secretary LaHood testified before us on the budget,
and claimed that, quote, “When President Eisenhower signed the
Interstate Highway bill nobody knew how we were going to pay for
all of it. So, I'm not going to sit here and tell you that I know
where all the money’s going to come from for high-speed rail”.

Well, I was impressed with that statement. It turned out—but,
it turns out that statement is simply false. According to research
done by Transportation Weekly, the national interstate map pre-
dated the Interstate Act—the map predated the act by 10 years.
The 1944 Highway Act directed 48 States to designate, jointly, a
map for a national system of interstates, up to 40,000 miles. The
State—the States designated 37,700 miles. And a map was ap-
proved by Congress in August 1947. The map remained pretty
much unchanged, although added miles have been designated and
constructed, throughout the years.

On the cost of the map, Congress did have an idea of the cost,
because Congress asked the Department of Commerce to conduct
a comprehensive highway study—a cost study—and submit it by
February 1995. And Congress required an updated State-by-State
cost estimate of the interstate system every 4 years.

Will your National Rail Plan due to us September 15 include a
detailed map, a cost-to-complete estimate? I'm afraid I must as-
sume the answer to those questions is “no.”

For that reason, in this year’s appropriations bill, I asked that
you provide us with a description of the funds necessary for you to
complete a true cost—add a true cost-to-complete study map. We
have to have that.

In addition, I'd like your input, Mr. Administrator, on how much
you believe a study would cost, and how this could be worked into
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you current plans for completion of the National Rail Plan. Until
we have this information, in my view, it would be irresponsible for
the subcommittee to give the high-speed rail program any addi-
tional funds.

Along with the high-speed rail plan, we have Amtrak, which
should be included in the National Rail Plan. And I think you
would agree. I think the Department would include Amtrak’s cap-
ital needs and fleet requirements in the plan.

I'm pleased that, for the first time, Amtrak submitted a 5-year
capital budget plan along with its annual appropriations request.
However, as soon as we get a comprehensive plan, we find an ad-
dendum to the plan, which is a sizable investment of $446 million
in the Amtrak fleet. Is Amtrak going to amend this year’s capital
budget request to include fleet where we can see what priority new
fleet plays, versus Amtrak traditional capital requirements and
Americans with Disability Act requirements? When we’re dealing
with general fund appropriations, I think we need the answer to
these questions before we provide the resources.

Amtrak sent our subcommittee its addendum to their budget
submission on March 22 of this year. It’s not been cleared by OMB,
and is not part of Amtrak’s regular 5-year capital plan. These are
additional capital funds Amtrak’s seeking for its aging fleet. It’s not
included in all of the planning and included in the budget on
which—with which we have to work.

I'm thankful that—don’t get me wrong—they’ve finally submitted
a fleet plan. At least there’s a plan and a cost-to-complete estimate,
unlike our National Rail Plan and high-speed rail plan. But, once
again, there are no funding sources identified other than general
funds and loans paid with paid interest by the general fund. In
other words, these loans are going to be a burden on future general
revenue.

Once again, Amtrak is competing with HUD and, potentially,
other forms of transportation and, potentially, railroading the poor,
if this subcommittee agrees to pay $446 million in additional cap-
ital for a fleet or agrees to incur additional debt service using gen-
eral funds for loans they may take out on fleet in 2011 and beyond.

All of these resources should be contained in one comprehensive
National Rail Plan. If you agree with Amtrak’s fleet plan, Congress
will agree, over the next 30 years, to pay $23 billion, in 2009 dol-
lars—$46 billion in escalated dollars—or more, to provide replace-
ment fleet to Amtrak’s system by 2040. Whichever approach is
taken, it will be a very costly endeavor to acquire the fleet replace-
ment at the same time that we’re attempting to build high-speed
rail and, in the mind of the administration, enhance State service
of passenger rail.

What’s the priority? We've got to establish some priorities. Rail
supporters have to know that there are limits, even in the best of
times, to these pie-in-the-sky requests and to those of us who are
rail fans, or who used to be, I'd have to say. Given our current def-
icit, you have to admit, the initial request of $446 million outside
of the budget and capital plan is inappropriate. Why is Amtrak
asking for replacement of locomotives on the Northeast corridor
and single-level long-distance cars?
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Now, replacing aging locomotives along the Northeast corridor
might be acceptable, because at least they’re operating on a much
lower cost per mile and per passenger subsidy than other routes for
Amtrak. But, long-distance service last year only had 1.7 million
riders, with a cost-per-passenger subsidy of $153. Replacement of
long-distance cars in Amtrak’s fleet, in 2009 dollars, is $4 billion.
These are the most costly routes on the current Amtrak system.
And Amtrak is proposing to ask for some of these cars first.

Where’s the proposed money supposed to come from? Who’s going
to pay? Will it be the taxpayer paying for rail once again, at the
expense of the poor? If Amtrak chooses to go the loan route for the
fleet, this subcommittee would have to pay for debt service far into
the future. We're really bilking the poor in the future to pay for
rail. Long after I have stepped aside, general funds would be need-
ed to pay for out-year budgets for funding decisions that would be
made now.

My closing note is that all this doesn’t even touch the safety side
and unmet funding needs for positive train control by 2015. Last
year, our subcommittee provided $50 million in grants for positive
train control. The new regulation is estimated to cost upwards of
$13 billion to $15 billion for the rail industry alone, and $2 billion
for the transit industry, and there’s nothing in the budget for the
safety program. With a $12-trillion-and-growing Federal budget, we
just can’t throw Federal funds at projects willy-nilly. We need to
answer these tough questions. We need a roadmap for the future.
And we need to balance scarce taxpayer dollars.

I apologize, Madam Chair, for the time, but I think the mag-
nitude of the problems—of the prioritizing problems we face de-
serve some answers.

With that, I look forward to the testimony of the Administrator.

Senator MURRAY. Thank you very much, Senator Bond. I appre-
ciate it.

And, Mr. Szabo, we will turn to you for your opening statement.

STATEMENT OF HON. JOSEPH C. SZABO

Mr. SzaBo. Very good. Thank you, Madam Chair, Ranking Mem-
ber Bond, and members of the subcommittee.

Appreciate the opportunity to appear before you today to discuss
FRA’s fiscal year 2011 budget request.

Our $2.9 billion request reflects the administration’s commitment
to keeping the national rail transportation system safe and sup-
ports the administration’s pledge to provide the traveling public
with sound transportation alternatives to flying or driving.

Without question, this is a transformational time at FRA. The
impact of the Rail Safety Improvement Act, which requires more
than 40 rulemaking studies and reports, the passenger—the pas-
sage of the Passenger Rail Improvement and Investment Act and
its new initiatives in bringing the States in as partners if the de-
velopment of passenger rail, and then, of course the American Re-
covery and Reinvestment Act has just set about an unprecedented
time at our agency.

Over the past year, FRA has executed its rail safety regulatory
mission while simultaneously implementing an entirely new line of
business, the design and management of a multibillion-dollar high-
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speed rail grant program. And transformation does not come with-
out obstacles, challenges, and lessons learned.

Considering FRA’s fiscal year 2011 budget request, I hope the
subcommittee recognizes the care that was taken to present a re-
quest that supports our key mission—rail safety—while also en-
hancing our capacity to manage high-speed rail programs.

And I want to emphasize that when we put this budget together,
we didn’t just take last year’s budget and start making adjust-
ments to it; we sat down with a blank sheet of paper and started
from scratch, taking a look at all of our new requirements, all of
our priorities, and from there, developing a fresh budget.

For fiscal year 2011, we're proposing a strong blend of safety pro-
gram enhancements and technical budget changes. Currently, all of
FRA’s administrative and operational expenditures and several
safety-related programs are funded under a single account entitled
“safety and operations.”

In fiscal year 2011, we propose to eliminate this account and
break it into two new accounts: Railroad Safety and Federal Rail-
road Operations. The proposed new account structure is more
transparent and will provide greater insight into the cost of FRA’s
safety-specific program activities and internal administrative oper-
ations.

Programmatically, under the new Rail Safety account, a total of
$49.5 million is requested to carry out FRA’s mission-critical rail-
road safety functions and activities. A total of $153.8 million and
948 full-time equivalents [FTEs] are requested under the new Fed-
eral Railroad Operations account to fund FRA’s administrative ac-
tivities, such as payroll, information technology infrastructure, and
other shared costs, and provide the necessary human resources to
ensure sound stewardship of our FRA safety programs. This in-
cludes 62 new positions that will enable FRA to make measured
progress on the responsibilities mandated by the Rail Safety Im-
provement Act, PRIIA, and the administration’s high-speed rail ini-
tiative.

Finally, FRA’s 2011 budget activities include a rail safety user
fee, which is modeled after the FRA-administered fee between 1991
and 1995. FRA estimates that $50 million could be generated for
defraying the salaries and benefit costs of up to 330 of our rail safe-
ty inspectors across the country.

A total of $40 million is requested to support FRA’s Railroad Re-
search and Development Program. Specifically, in fiscal year 2011,
FRA will focus added resources on railroad system safety, train
control testing and evaluations, and the newly authorized Rail Co-
operative Research Program.

Although the foundation for a Federal-State partnership began
with the passage of the Passenger Rail Investment and Improve-
ment Act [PRIIA], it was the $8 billion provided in ARRA that has
truly advanced the high-speed rail initiative. This year’s $1 billion
request continues funding to advance passenger rail infrastructure
and includes up to $50 million for program administration and
oversight activities, $50 million for planning grants, and $30 mil-
lion for high-speed rail research and development.

FRA and Amtrak have shared a strong partnership for decades.
The fiscal year 2011 budget request for Amtrak, which totals
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$1.637 billion, is a reflection of this administration’s continuing
support of this relationship. Within the overall request, $563 mil-
lion is requested for Amtrak operations and to support their ongo-
ing efforts to reshape the company by undertaking meaningful re-
forms.

A total of $1.052 billion is requested for Amtrak’s capital needs
and debt service. And this includes $281 million to finance Am-
trak’s ADA requirements.

Finally, $22 million is requested for a direct grant to the Amtrak
Office of Inspector General.

PREPARED STATEMENT

The past 18 months have just been filled with exciting but chal-
lenges at FRA. But, it’s been a great challenge. And it’'s—even
though it’s been a challenge, it’s been fun. And we’re continuing to
enhance the safety of our Nation’s freight and passenger rail sys-
tems, while also driving forward this vision of investment in high-
speed passenger rail.

So, with that, I look forward to the subcommittee’s questions.

[The statement follows:]

PREPARED STATEMENT OF HON. JOSEPH C. SZABO

Chairwoman Murray, Ranking Member Bond, and members of the subcommittee:
Thank you for the opportunity to appear before you today to discuss the Federal
Railroad Administration’s (FRA) fiscal year 2011 budget request.

This request, which totals $2.9 billion, reflects the administration’s commitment
toward keeping the Nation’s rail transportation systems safe, secure, and efficient.
In addition, this request supports the administration’s pledge to provide the trav-
eling public with a practical, energy efficient, and environmentally sound alternative
to flying or driving, particularly where there is congestion in the air or on the roads,
through strategic investments in high-speed rail.

As you know, in April 2009, I was appointed as the FRA Administrator. I arrived
to find FRA in the midst of a grand realignment. The entire organization was fo-
cused not only on the effective implementation of the Rail Safety Improvement Act
(RSIA) and the Passenger Rail Improvement and Investment Act (PRIIA) that were
enacted in October 2008, but on the requirements of the American Reinvestment
and Recovery Act (ARRA), which was passed in February 2009. The impact of these
mandates on FRA has been significant. RSIA and PRIIA mandated new and ex-
panded safety mission responsibilities and programs, while ARRA appropriated an
unprecedented $9.3 billion in resources for intercity passenger rail programs.

Over the past year, FRA has executed its rail safety regulatory mission, while si-
multaneously implementing an entirely new line of business—the design and man-
agement of a multibillion-dollar, discretionary high-speed rail grant program. As ex-
pected, this transformation has not come without obstacles, challenges, and lessons
learned. However, the support this subcommittee has given to FRA has enabled our
agency to acquire the staff and resources to fortify our continued success. In fact,
we are making good progress in building our workforce. We have hired and/or made
offers to nearly one-half of the 20 new positions that were funded in fiscal year 2010
and have active recruitments for the remaining positions. I expect within a few
months, FRA will have the majority of the new staff in place.

In considering FRA’s fiscal year 2011 budget request, I hope the subcommittee
recognizes the great care that was taken to present a request that fully supports
the heart of our mission—rail safety—while continuing to enhance our capacity to
manage the comprehensive management and oversight requirements of the high-
speed rail grant program.

RAILROAD SAFETY

For fiscal year 2011, we are proposing a strong blend of safety program enhance-
ments and technical budget changes.

Currently, all of FRA’s administrative and operational expenditures (i.e., salaries,
benefits, GSA rent, Working Capital Fund contributions, etc.) and several safety-re-
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lated programs (Automated Track Inspection Program (ATIP) and Railroad Safety
Information System (RSIS)) are funded under a single account titled “Safety and
Operations.” In fiscal year 2011, the major technical change proposed is the elimi-
nation of the overarching Safety and Operations account and the establishment of
two new, more targeted accounts: (1) Railroad Safety; and (2) Federal Railroad Op-
erations. The proposed new account structure is more transparent and provides in-
sight into the cost of FRA’s safety-specific program activities, as well as FRA’s inter-
nal administrative operations. The new structure will allow FRA to be more precise
in its reporting and accountability and directly supports the administration’s trans-
parency initiatives.

Programmatically, under the new Railroad Safety account, a total of $49.5 million
is requested to carry out FRA’s mission-critical railroad safety functions and activi-
ties. This new account captures the costs associated with FRA’s major rail safety
program activities, which were previously funded under Safety and Operations. Ac-
tivities proposed to be funded under the new Railroad Safety account include: Auto-
mated Track Inspection Program (ATIP), the Risk Reduction Program (RRP), and
FRA’s safety inspector-related travel.

FRA MANAGEMENT AND ADMINISTRATION

A total of $153.8 million and 948 full-time equivalents (FTE)/979 positions are re-
quested under the new Federal Railroad Operations account to fund: (1) FRA’s ad-
ministrative activities such as, payroll, information technology infrastructure, and
other shared costs; and (2) provide the necessary human resources needed to accom-
plish a myriad of priorities and to ensure the sound stewardship of FRA rail safety
compliance, research and development, and financial assistance programs.

Included in this request are 62 new positions that will enable FRA to continue
to make measured progress on accomplishing the responsibilities mandated by
RSIA, PRIIA, and the administration’s high-speed rail initiative. These new posi-
tions minimize FRA’s operational risk and will allow the agency to hire additional
staff with the specialized skills and experience (e.g., civil and mechanical engineers,
environmental specialists, and financial analysts) necessary to fully support FRA ex-
panding programs and mission-essential activities.

Finally, FRA’s fiscal year 2011 budget includes a rail safety user fee. The ration-
ale for this fee is consistent with that of other DOT Modal Administrations that
have a fee structure to help finance, in whole or in part, costs associated with safety
mission programs and activities. This user fee is modeled after a rail safety user
fee FRA administered between 1991 and 1995. As proposed, in fiscal year 2011, FRA
estimates $50 million in collections could be generated for use in defraying the sal-
ary and benefit costs of up to 330 rail safety inspectors across the country.

RAIL RESEARCH AND DEVELOPMENT

A total of $40 million is requested to support FRA’s railroad research and develop-
ment program and agenda. Specifically in fiscal year 2011, FRA will focus added re-
sources in the areas of railroad systems safety, train control testing and evaluations,
and the newly authorized “Rail Cooperative Research Program.” This new initiative
will enable FRA to efficiently gather input from stakeholders to identify and vali-
date rail research priorities and accelerate the real-world impact of FRA’s research
and development program by strengthening the academic and industrial railroad
technical communities.

HIGH-SPEED RAIL

In less than 2 years, we have witnessed the notion of intercity transportation
change across the county. Although the foundation for a Federal-State partnership
to focus on the development of high-speed rail began with the passage of PRIIA, it
was the $8 billion provided in the ARRA that has truly advanced this initiative. De-
livering on the administration’s vision and realizing the benefits of high-speed rail
requires a long-term commitment at both the Federal and State levels. For this rea-
son, last year, the administration proposed a multiyear initiative to invest $5 billion
over the next 5 years to leverage resources at the State and local levels, as well as
in the private sector. This initiative will fund strategic investments that yield tan-
gible benefits to intercity rail infrastructure, equipment, performance, and inter-
modal connections over the next several years, while building capacity for future
corridor development. This particular program is also expected to have a positive
impact on the Nation’s rail-related manufacturing sector, which has declined over
the past two to three decades. As the major corridor projects are awarded, the steel
and rolling stock necessary to build and operate the infrastructure can be supported
by our country’s factories and a talented workforce.
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The $1 billion requested in the 2011 budget is the second year of the administra-
tion’s 5-year high-speed rail initiative. These resources will continue support of the
administration’s vision to provide a sustainable 21st-century rail transportation so-
lution that is energy-efficient, environmentally sound, and leverages State, local,
and private sector resources and partnerships. This request continues funding to ad-
vance the high-speed rail infrastructure capacity across the Nation and includes up
to $50 million for program administration and oversight activities, $50 million for
planning grants and activities, and $30 million for high-speed rail research and de-
velopment activities.

NATIONAL PASSENGER RAIL CORPORATION (AMTRAK)

FRA and Amtrak have shared a strong partnership for decades, and we continue
to successfully collaborate on critical issues such as: (1) ensuring rail safety; (2) pro-
moting environmental quality; and (3) addressing national passenger rail transpor-
tation priorities and policies. The fiscal year 2011 budget request for Amtrak, which
totals $1.637 billion, is a reflection of this administration’s continuing support of
this partnership.

Within the overall request, $563 million is requested for Amtrak operations and
to support Amtrak’s ongoing efforts to advance its mandate to reshape the company
by undertaking meaningful reforms and controlling spending. This Federal assist-
ance will supplement Amtrak’s traditional corporate revenues, which are generated
through passenger revenue (ticket, food and beverage sales), State-supported reve-
nues (State contracts related to route performance), and its ancillary business rev-

enue.

A total of $1.052 billion is requested for Amtrak’s capital needs and debt service.
Included in this funding level is $281 million to finance Amtrak’s fiscal year 2011
Americans with Disabilities Act (ADA) requirements. Finally, $22 million is re-
quested for a direct grant to the Amtrak Office of Inspector General.

CONCLUSION

The past 18 months have been filled with exciting challenges for FRA. We have
continued to enhance the safety of our citizens and communities that live and use
the Nation’s freight and passenger rail systems, while designing the policies, pro-
grams, and infrastructure necessary to advance the vision and investment of high-
speed passenger rail across our country. With this, I am happy to respond to your
questions and concerns.

AMTRAK FLEET

Senator MURRAY. Well, thank you very much, Mr. Szabo, for your
testimony.

Let me start by mentioning that, last February, Amtrak pub-
lished its plan for replacing its aging fleet of locomotives and rail
cars. And as part of that plan, they requested $446 million to fund
the fleet plan in fiscal year 2011. Can you explain to the sub-
committee why the Department’s request had no additional funding
for replacing Amtrak’s fleet?

Mr. SzaBo. Well, I think, as you know, that anytime you’re put-
ting a budget together, there are a lot of very, very hard and very
difficult choices that have to be made. But, clearly, we think that
that fleet plan is a—you know, it’s an excellent plan. And it’s a
good vision. It has the opportunity to invigorate domestic manufac-
turing. And we’re sitting down with Amtrak and trying to discuss
some financing alternatives.

Senator MURRAY. Well, they have structured their fleet plan so
that it could support a domestic industry for manufacturing rail
equipment by spreading the orders over a 30-year period. Their de-
mand for rail equipment may be large enough and reliable enough
to actually support a domestic industry. Right now, we don’t have
any domestic manufacturers of rail equipment, but that could help
revitalize a very important sector of American manufacturing, and
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support the kinds of jobs we all want to see to get our economy
back on track.

But, for this plan to work, manufacturers have to believe that
Amtrak really is going to be a reliable source of funding for its rail
orders. I know they’re looking at a variety of ways to pay for the
fleet plan, and have requested funding from this subcommittee,
and understand that it may apply for a loan through the FRA’s
Railroad Rehabilitation and Improvement Financing (RRIF) pro-
gram.

Can you share with us what kind of financing you think would
help give our domestic manufacturers the kind of assurance they
need to be confident that Amtrak will actually be able to purchase
rail equipment well into the future?

Mr. SzABO. Yes. Let me say, first, Madam Chair, that I think
you're absolutely on the mark, that, in order to reinvigorate domes-
tic manufacturing, there needs to be the belief that this is going
to be sustainable.

You know, the Secretary pulled in all of the foreign manufactur-
ers, domestic manufacturers, all rail manufacturers into a summit
over at the DOT, back in December. And if we heard one thing, it
was, they, you know, clearly articulated the need to ensure that
these orders can be smoothed out over a period of time. And so,
you're not constantly going through these peaks and valleys, and
that, if the orders were truly smoothed out over a period of time,
and they believed it was sustainable, that this would be what it
would take to truly make the investment, as a businessman, that
they would need to make in the plant and equipment, you know,
and sink these costs into establishing these types of facilities here
in the United States.

As far as the financing solutions—again, we're at the table with
Amtrak, and I think it’s going to have to take a blend. I’'m not sure
that there’s this one single silver bullet that’s going to just solve
all the problems for financing the other plan. But, you know, cer-
tainly there’s the potential for possibly a RRIF loan, commercial
lending, direct appropriations. I mean, I think we need to take a
look at all of the alternatives and make sure that we come up with
a sound financing plan.

Senator MURRAY. Well, this is really important. This sub-
committee is a strong supporter of infrastructure spending. That’s
what we do, and we believe in it. But, we have to have consistent
priorities and know that that funding is going to be consistently
there, if we want domestic manufacturers to begin to develop that.
And if we get a request this year, and we fund it, but we don’t
know what’s going to happen next year, I don’t think that is going
to be enough for a domestic manufacturer to make a decision to
make that kind of investment. Wouldn’t you agree?

Mr. SzaBo. Yes. I would agree. I mean, again, your remarks di-
rectly align with what we heard from the manufacturers back in
December. They need to know that there is stability.

Senator MURRAY. So, what I'm saying to you is, we all need to
have a concrete plan, not just for an appropriation here or there,
but for how we’re going to do this, long into the future, if we want
to really achieve the goal I think some of us want to achieve.
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Mr. SzaBo. Yes, I would agree that there needs—again, there
needs to be the appropriate mix. We need to find what that appro-
priate mix is.

POSITIVE TRAIN CONTROL

Senator MURRAY. Okay.

Well, let me turn to another issue, because, under the Rail Safety
Improvement Act, railroads are supposed to deploy the positive
train controls (PTC) by 2015. Senator Bond mentioned it in his
opening statement. We know that’s an important safety technology
designed to prevent train collisions and derailments. But, this is
going to cost billions of dollars. Now, you announced, I think, $50
million in the 2010 appropriations request for Rail Safety Tech-
nology grants. I want to know what you hope to accomplish with
that funding, and what are some of the additional challenges that
need to be resolved so we can deploy the PTC?

Mr. SzaBO. Well, what we intend to do with this initial $50 mil-
lion is, instead of giving grants out to a single railroad or a small
combination of railroads, using it for those kind of things that can
be broadly shared; those initial costs that, in essence, would benefit
the industry as a whole.

And so, [—frankly, that was part of the reason why we didn’t
make an additional request for 2011. We wanted the opportunity
to roll out the initial $50 million in 2010, kind of test the waters
with that. And then the opportunity exists for these broader-based
funding programs that the DOT—whether it’s the TIGER grants,
whether it’s through the high-speed rail program, or whether it’s
through the proposed Infrastructure Bank for the—you know, for
the funding of positive train control.

Senator MURRAY. Well, as Senator Bond mentioned, we're talking
about billions of dollars. Do you have a plan for how to get there?

Mr. SzAaBo. Well, at this point, those funding requirements be-
long to the railroads. And, you know, certainly we’re looking at
those alternatives that might offer some help. But, again, the re-
sponsibility, at this point, belongs to those rail carriers that the
regulation applies to.

Senator MURRAY. Well, according to FRA’s regulations, railroads
have to deploy positive train control on any line that carried pas-
sengers or certain hazardous materials in 2008. But, for a lot of
reasons, these routes shift before the 2015 deadline that’s coming
at us. In that case, the original rationale for deploying positive
train control on those lines may no longer exist. Now, railroads will
be given the opportunity, I understand, to apply for an exemption
to the PTC requirement along those rail lines. But, can you share
with the subcommittee what criteria you will use to determine
whether or not to grant an exception?

Mr. SzaBo. The key is that it’s all about safety. And there has
to be a baseline from where you start. And so, we believe that the
regulation that we’ve drafted has a sufficient level of flexibility that
we start with where we’re at today. But, as those routes change,
there’s the ability to come in and verify—you know, they—the car-
riers would need to verify to us the fact that the routes have
changed. And it allows for the appropriate level of checks and bal-
ances that—as modifications are made, for us to ensure that
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they’re the appropriate modifications and that public safety is
maintained.

Senator MURRAY. Okay. Thank you very much.

Senator Bond.

ALTERNATIVE FUNDING SOURCES/GRANTS

Senator BOND. Thank you very much, Mr. Administrator.

I am concerned that you talked about, “We need to find some al-
ternatives. We don’t know what they are. We have a request for
$446 billion—million out of the—outside of the budget for—OMB’s
budget—for Amtrak. And yet, we don’t know how that’s going to be
paid for.” We don’t have our budget allocation. And I can guarantee
you that we’re going to have to start making some hard choices, be-
cause there are a whole lot of wonderful things out there for rail-
road, but we need some specifics to know what your priorities are.

No. 1, if you have plans for the alternative source of funding,
what are they? I mean, don’t just tell us “alternatives,” because
we're appropriating what we have. If you're going to get us more
money, how are you going to get us more money?

Mr. SzaBo. Well, I'd say we’ve just recently sat down and started
those discussions with Amtrak. So, you know, again, we need to
flesh out what those alternatives are and get you

Senator BOND. Yes.

Mr. SZABO [continuing]. The answers.

Senator BOND. I can’t approve any dollars that haven’t been
flushed out—or fleshed out—whichever way you put it—sorry. On,
you know, ARA—ARRA gave Amtrak $1.3 billion, and apparently
the inspector general of Amtrak is going to tell us that these pro-
grams are, perhaps, not meeting—going to meet the February 17,
2011, timeline. Would you comment on the oversight that FRA pro-
vided in making this grant—making these grants to Amtrak?

Mr. SzaBo. Well, let me say this. First off, I had a sitdown with
the Amtrak inspector general just this week, and we discussed
some of his findings in the report. And we welcome that. You know,
that’s the purpose of the inspector general, is to uncover potential
areas of problems, whether the problems exist today or whether it’s
the potential of developing. And they did identify one that they
have a concern with, you know, regarding the extraordinary meas-
ures that FRA is requiring:

fSenator BonD. Paying double overtime, I understand, on some
0

Mr. SzABoO. Yes.

Senator BOND [continuing]. Those projects?

Mr. SzaBo. And I think the key is—what they said was, it has
the “potential.” We’re comfortable that, through our discussion with
Amtrak and through the oversight that we’re providing, that we’re
going to achieve that appropriate balance between the need to
quickly create jobs—because that was the intent of these projects—
while also ensuring that there isn’t any waste. So

Senator BOND. But, what did you do in advance? You're talking
about the IG looking at the—have you ever turned down—denied
a grant to Amtrak?

Mr. SzABO. I don’t know, but I can get you that answer.

Senator BoND. What criteria——
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Mr. SzaBO. I mean, have I, in the past year? I have not. But, we
can get an answer of what FRA’s history is on that.

Senator BOND. Maybe you can tell us what criteria you used,
what judgment you excised in making that money available. If
you'd provide that for the record, what criteria do you go through
before making those grants to Amtrak, to make sure they were
shovel-ready?

Mr. SzABO. Definitely.

5-YEAR CAPITAL PLAN

Senator BOND. And, in your view, should the 5-year capital plan
include fleet, other rail assets, and the ADA requirements in one
comprehensive fleet plan? Is that part of—is that going to be part
for the plan?

Mr. SzaBo. Well, let me say this. One of the challenges, histori-
cally, in preparing our budget request is that, historically, there
has been a mismatched cycle between FRA’s budget request and
the budget that Amtrak has prepared. And the good news is that,
under Joe Boardman’s leadership, and D.J. Stadtler, their Chief Fi-
nancial Officer, that’s changing, which means their budget cycle
will be more in sync with ours. So, in the future, when FRA makes
its budget application to this subcommittee, it’ll be based on more
sound facts, rather than us trying to estimate what we believe Am-
trak might need, and then, their budget being developed a month
or two later. And

Senator BOND. Yes. Well, Mr. Administrator, I suggest that’s
your problem, not ours. But, when you pass that——

Mr. SzaBO. Well, and—Ilike I say——

Senator BOND [continuing]. Off onto to us——

Mr. SZABO [continuing]. And the good news is

Senator BOND [continuing]. We're up against

Mr. SzABO [continuing]. It’s being addressed.

Senator BOND [continuing]. We're up against the wall now.

Mr. SzABO. Right.

Senator BOND. And should we——

Mr. SzZABO. But, it’s being addressed.

Senator BOND. Are there things in your budget request that you
have submitted that you would like to reduce, to offset, and to
cover some of the $446 million fleet request for Amtrak?

Mr. SzaBO. We believe that we have a very sound budget request
that appropriately:

Senator BOND. Okay.

Mr. SZABO [continuing]. Directs——

Senator BOND. So, we should absolutely ignore the $446 million
request for Amtrak.

Mr. SzaBO. I don’t think you ever ignore any information
that

Senator BOND. Well, unless the——

Mr. SZABO [continuing]. Somebody brings——

Senator BOND [continuing]. Unless

Mr. SZABO [continuing]. To this subcommittee.

Senator BOND [continuing]. Unless——

Mr. SzaBO. Well, sir? No, wait a minute, please, please.

Senator BOND. Yes.
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Mr. SzaBo. Please allow me to answer.

You know, as I said, when we develop our budget, there’s always
difficult choices that we have to make. And so, we make some deci-
sions, and we present our vision to you. But, that doesn’t mean
that you should ever ignore new information or additional informa-
tion or different information that somebody else brings to you.

Senator BOND. I assure you, Mr. Administrator, we will have to
do that. But, what we want to have, going in, is your best assess-
ment. If you think the budget should be amended to take account
of the $446 million request from Amtrak, or some part of it, we
would ask you to provide that to us, because, at least we would
have some grounds to know. We need to look at your budget re-
quest as a whole. And [—this coming in over the transom gives us
mixed signals on what the administration’s priorities are. And
based on what you’ve said, and what we’ve seen in the past, I
would have to say that this subcommittee is being asked by the ad-
ministration to fund other things, but not—at—to the exclusion of
the Amtrak request. So, that’s something you’re going to have to
resolve, is whether you think that some of the requests for loco-
motives on the Northeast corridor should be included, and other
projects that you've requested should be eliminated to make room
for them.

And finally, you're telling me that positive train control and all
that is totally the freight rail—the $13 billion to $15 billion—is the
freight rail’s responsibility, and you’re not going to recommend
money for it.

Mr. SzaBO. No, that’s not what I said. What I said was, we do
have other funding alternatives that are available through these
broadbased transportation programs, whether it’s the TIGER grant
process for passenger rail, potentially through the high-speed rail
program, through the proposed Infrastructure Bank, or even
through RRIF loans. So, we do have some alternatives. But, again,
the responsibility—now, we can give some help—we can give some
help—but, the responsibility does remain with those rail carriers.

Senator BoND. Well, I'd be—I hope we will see that in the plan.
And I'm sure the rail carriers will want to know how much they’re
going to be expected to pick up.

Thank you, Madam Chair.

Senator MURRAY. Thank you, Senator Bond.

Senator Lautenberg.

EQUIPMENT REFRESH

Senator LAUTENBERG. Yes. Thanks, Madam Chairman.

One thing, I think, that’s generally acknowledged, and that is
that Amtrak is critical for our society to function—critical. And,
you know, when you see a disaster, like September 11 or Hurricane
Katrina, it’s Amtrak that is called upon to move Americans out of
harm’s way.

And in the Northeast corridor, Amtrak operates the only high-
speed rail service in the country. And, as a matter of fact, if we
didn’t have Amtrak running there, be in the Northeast corridor,
you’d have to run 243 more flights every day, with the densely con-
gested airspace in our country. You’d also have to add, as an after-
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thought, 30,000 more cars on highway I-95. Amtrak offers so many
positive additions to our well-being.

And included in that is the commitment that all of us have made
here, and that is to create jobs in this society. And you’re not going
to build the rail cars overnight. You’re going to—how long does it
take, do you think, Mr. Szabo, to—from the time equipment’s or-
dered until the time that it’s delivered?

Mr. SzaBOo. Well, actually, Mr. Boardman could probably give you
a more accurate line on that.

Senator LAUTENBERG. Do you——

Mr. SzaBo. But, certainly——

Senator LAUTENBERG. You don’t know——

Mr. SzABO. I'd say, roughly—Mark, what are we talking about—
a year—from order to delivery. Roughly 3 years.

Senator LAUTENBERG. Roughly 3 years. And the fact of the mat-
ter is, that as we look at what Amtrak adds—reduces our depend-
ence on foreign oil, reduces the cost of—reduces pollution. It adds
so many things and also says, “You can get there on time.” Sur-
prise, you can get where you're going on time, if—98 percent of the
time—if you take Amtrak.

I took an airplane flight the other day, Madam Chairman. It was
a 45-minute flight up to LaGuardia Airport, but it took us an hour
and a half to take off. So, that made the 45-minute flight a heck
of a lot longer.

Amtrak’s fleet of cars is rapidly deteriorating. The average age
of an Amtrak passenger car is over 24 years old. And some are
more than 60 years old. The fact that I regard that as young has
nothing to do with—what we’ve—with what happens in a railcar.
And I ask you, do we—how essential is it, in your judgment, for
us to get replacements for the cars that we have on the railroad
right now in order for Amtrak to be the functioning railroad we’d
like to see? Is it important?

Mr. SzaBo. It’s important, I would say, from both a safety stand-
point, as well as a reliability standpoint.

Senator LAUTENBERG. Is it critical, would you say?

Mr. SzABo. It’s getting very close to critical.

Senator LAUTENBERG. You mean it’'s—we’re not yet at criticality?

Mr. SzABo. It’s close.

Senator LAUTENBERG. Mr. Szabo, you're too well informed not to
be able to say yes to that.

Ride the railroad. I don’t—do you ever take the railroad?

Mr. SzAaBO. Every chance I can get.

Senator LAUTENBERG. How often is that?

Mr. SzaBO. I would say at least a couple of times a month. You
know, when I

Senator LAUTENBERG. Well, I

Mr. SzABO [continuing]. Lived in Chicago, several times a month;
now that I'm out here in the District of Columbia

Senator LAUTENBERG. Yes.

Mr. SzABO [continuing]. A couple of times a month, whether it’s
to go to

Senator LAUTENBERG. I do it

Mr. SzZABO [continuing].—New York.
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Senator LAUTENBERG. I do it every week. And I can tell you—my
handwriting was never my best skill, but when I get off of the Am-
trak train, and I try to write some things that I have to take care
of, it’s barely readable, because it shakes, rattles, and rolls. And it
is ridiculous. If we want to make this railroad the thing that Amer-
ica should be proud of, invest like China or Spain or the countries
that are far less able to do these things than we. And we're like
a third, or even a fourth-rate country, in terms of railroading. It’s
shameful what happens with us.

So, I agree with my colleagues here when we talk about replac-
ing equipment. We need that $400-plus million for new equipment.
And we’ve got to get those orders out there.

How much cash does it require on the barrelhead in order to get
these orders going?

Mr. SzaBo. For

Senator LAUTENBERG. For when you pay a deposit—you know,
like if you want to buy a car, you pay a deposit.

Mr. SzaBo. It would be roughly $70 million.

Senator LAUTENBERG. Okay. So, that sounds like a start to me,
and we ought to work like the devil. And I—I've heard you say that
it was—that there’s no silver bullets and it’'s—then these are dif-
ficult decisions. All of that, those tales of woe, Mr. Szabo, they're
interesting, but they don’t get the job done.

And so, when we looked further—I wrote a rail safety law that
mandated that railroads install positive train control on certain
routes by the end of 2015. And it created a grant program to help
railroads meet this safety requirement. However, the President’s
budget eliminates funding for this critical grant program. What’s
the administration going to do—I think, Senator Bond, that—to
help public and private railroads meet this deadline? Are they
going to do anything about it?

Mr. SzaBO. Yes. Again, we would have funding available
through, potentially, the TIGER Program for the passenger rail-
roads, possibly the high-speed rail program, the proposed Infra-
structure Bank, and potentially through RRIF loans. So, we do be-
lieve that there are some options out there.

Senator LAUTENBERG. Do you have any idea as to the amount of
resource or funding that might be available?

Mr. SzaBo. Well, again, that would—it would depend on the
amount of TIGER money that is made available. You know, these
different pools—it would vary over time.

Senator LAUTENBERG. Everything depends on something else. We
know that.

In my State, New Jersey, we have a rail bridge known as the
“Portal Bridge.” It’s over 100 years old, in critical need of being re-
placed. One of the biggest factors is—in delays on the Northeast
corridor—is the Portal Bridge. What’s FRA’s plan to replace this
bridge so that high-speed rail service on the Northeast corridor can
be seriously developed?

Mr. SzaBo. Well, as I think you’re aware, we, through our high-
speed rail program, have already allocated $38.5 million, which is
also being matched by $16.5 million from the State of New Jersey
to fund the final design of the replacement to the bridge. And we’ll
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continue to work with the State DOT to see what alternatives are
appropriate.

Senator LAUTENBERG. The—if I might, Madam Chairman, just
one last thing.

The last environmental impact statement for the Northeast cor-
ridor was completed in 1978, in order for the corridor to receive
this kind of high-speed rail investment that it needs, this assess-
ment will need to be updated. Last year, Congress provided $50
million to the Department of Transportation to move forward on
this assessment. Do you know what the status of this review is and
when it will be complete?

Mr. SzABO. Yes. The Secretary has asked for submissions from
the Governors to establish the Northeast Corridor Commission, the
study commission. That’s been established and we’ll be putting to-
gether the appropriate plans to bring the corridor to the—you
know, to the next step, to the next level. So, we're committed to
that.

Senator LAUTENBERG. Madam Chairman, thank you very much.

I assume that we’ll have the record open so that we can submit
questions for the record.

RAIL SAFETY

Senator MURRAY. Absolutely. Thank you.

Mr. Szabo, funding for high-speed rail has dramatically changed
the workload at the FRA. We can’t forget that the FRA is a safety
organization. You are requesting 26 new positions for rail inspec-
tors and rail safety staff. Can you describe for us your workforce
strategy for those new positions?

Mr. SzaBO. Roughly one-half of those will be field inspectors, and
then the remaining will be at headquarters, being utilized to make
this shift away—you know, we have to always maintain a strong
inspection program while we also shift to the more creative ap-
proaches through our risk reduction programs and the direction
that the Congress sent us on, under the Rail Safety Improvement
Act. And so, the remaining half would be the bench strength that
we need to put together our new rail safety initiatives.

Senator MURRAY. Okay. Well, you've proposed covering part of
that with the $50 million in user fees from the industry. That’s a
lot of money, especially when we’re asking them to also do positive
train control. Can you explain to us the rational for charging user
fees?

Mr. SzaBo. Well, it’s not unprecedented, when it comes to safety
inside the DOT. Not only is it utilized in a couple of other modes
at DOT, but there’s some history of using it at FRA. As I—as you
might be aware, we had such a user fee through the mid-1990s—
roughly from, I think, 1990 to 1995. And so, again, there’s a basis
for doing this. And we believe it’s appropriate to try and come up
with revenue sources and that, in some way, we try and supple-
ment the cost of the railroad safety program. Again, it’s about pub-
lic safety. It’s about ensuring that we have the resources and the
inspectors that we need to keep the Nation’s railroads safe.
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HIGH-SPEED RAIL

Senator MURRAY. Okay. In another arena—before the Recovery
Act, States didn’t expect the Federal Government to provide a sig-
nificant amount of money for high-speed rail; and in less than 2
years, the Federal Government has now committed $10.5 billion to
intercity and high-speed rail. That is an important long-term in-
vestment. We all know it’s not realistic to expect high-speed rail
corridors to begin operations in the next year. But, can you give us
an idea of what timeframe you think will be necessary to see the
de\(f)elopment of high-speed rail corridors, and the beginning of serv-
ice?

Mr. SzaBo. Well, I think you need to keep in mind that Congress
developed this program as a State-driven process. And so, it’s the
States and the regions that develop their vision for their service,
and then they apply to the Federal Government for capital money
to construct. And I would say each of those States and regions are
in a different maturity level, as far as where they’re at with their
plans.

You know, in the case of those that got some of the early awards,
these are State DOTs that have been investing and planning in
rail, through their State programs, for many years. In the case of
California, the case of your State, Washington State, in the Mid-
fivest(,jl North Carolina—these States have been at this for almost a

ecade.

You know, true 200-mile-an-hour service like California is going
to take a long time to build out. Now, there can be small pieces
that can be up and running and carrying passengers much more
quickly. But, frankly, it’s going to be projects more like the Mid-
west plan, the Midwest Regional Rail Initiative that can have serv-
ice at 110-mile-an-hour quickly in the next couple of years, as it
continues to build out and develop. And Washington State, too.

Senator MURRAY. Well, you've requested a billion dollars. Can
you tell us how much you expect to use for intercity projects and
how much for high-speed rail corridors?

Mr. SzaBo. Well, under the $2.5 billion that we rolled out this
year, we allocated, roughly, about 85 percent of that to high-speed
rail and, roughly, about 15 percent more toward the intercity
projects. And if you take a look at the percentages on the $8 billion
that we put out, you know, roughly—I want to say, roughly, about
45 percent was in that category of true high-speed rail of over 150
miles per hour. Roughly, another 40 percent went to what I would
call “emerging high-speed rail,” you know, those in that 110- to
125-mile-an-hour category, and then, roughly, about 15 percent
into the smaller projects and conventional service. So, that seems
to be, you know, a good balance, a good match.

Senator MURRAY. Okay. Well, in order to decide which projects
you’re going to fund through this program, you’re going to have to
rely on forecasts of ridership levels and revenues and public bene-
fits, projects costs. And, so far, we haven’t seen you develop these
strong requirements. And I know the Department’s inspector gen-
eral is starting to investigate best practices. Can you tell us what
you're doing to make sure that the grant awards are based on
sound forecasts of projects based on costs and benefits?



142

Mr. SzABO. Yes. I mean, clearly, it has been, from day one, a
merit-driven process. And we do make these types of analyses. But,
again, there has to be an acknowledgment that this is a brand new
program. You know, it’s in its infancy. In less than a year’s time,
we've just

Senator MURRAY. Well, are you

Mr. SZABO [continuing]. Given birth to the program.

Senator MURRAY [continuing]. Developing those?

Mr. SzABO. Precisely.

Senator MURRAY. And when will we

Mr. SzaBO. Precisely. And that’s kind of why I go back to its—
a lot of it is about the lessons learned. You know, when it comes
to ridership forecasts

Senator MURRAY. Well, will we see this in writing?

Mr. SzaBo. Well, I think ultimately, we will be developing rules.
But, again, we're just going through

Senator MURRAY. Do you have a timeframe for that?

Mr. SzABO [continuing]. Utilizing the grant guidance. We really
need to get this first round under our belt, you know, and experi-
ence the—you know, the—we have to execute the first round before
we can start taking a look at those tweaks that need to be made
in future rounds.

AMERICANS WITH DISABILITIES ACT

Senator MURRAY. Okay. Well, I have one more question. Under
the Americans with Disabilities Act (ADA), all Amtrak stations are
supposed to be accessible by July 26 this year. Amtrak has already
admitted that it will not be able to meet that deadline, and started
a b5-year effort to invest in station improvements and come into
compliance. Do you believe that, over the years, Amtrak did every-
thing it could have done to comply with ADA?

Mr. SzaBo. Well, I think, as this subcommittee is probably
aware, historically, no administration has ever made an ADA re-
quest on behalf-

Senator MURRAY. Right.

Mr. SZABO [continuing]. Of Amtrak. And so, I mean, it really put
them behind the eight ball. You know, and that is one of the rea-
sons why we came forward this year and have, in fact, made the
$281 million request to start funding those legitimate needs.

Senator MURRAY. Okay, all right. Thank you.

Senator Bond.

Senator BOND. Thank you, Madam Chair.

I would just note one thing. As a former Governor, I can tell you
that looking to the States to make massive investments in high-
speed rail is not going to happen anytime soon, until the States get
out of the holes theyre in. And California, you've mentioned, prob-
ably is in—somewhere up there between Greece and Spain in hav-
ing budget problems.

But, Madam Chair, I'm going to submit questions in writing for
the record, and I need to have a lot more specifics—firm priorities,
amounts—not just, “We’re going to work on a plan,” but a plan, cri-
teria, priorities—before I can support any of these requests. I need
to know how they fit in our overall budget.
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So, thank you for your testimony, Mr. Administrator. And we
have other witnesses. And we’ll be communicating with you.

Thank you.

Senator MURRAY. Thank you very much, Senator Bond.

Mr. Szabo, that would—will conclude our questions at this time.
There will be questions from the subcommittee that we will need
responses from you in writing.

Thank you very much for your testimony today.

And with that, I’d like the second panel to come forward.

Mr. SzAaBO. Thank you.
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STATEMENT OF HON. JOSEPH H. BOARDMAN, PRESIDENT AND CHIEF
EXECUTIVE OFFICER

genator MuURRAY. All right. I'd like to welcome our second panel
today.

And, Mr. Boardman, we’ll begin with you.

You want to turn your microphone on, please.

Mr. BoARDMAN. Okay. Thank you, Madam Chair.

And I appreciate the opportunity to speak with you today.

Before I begin the discussion about Amtrak’s funding needs, I'd
like to share with the subcommittee some good news that was an-
nounced on April 8. Amtrak is on pace to break its annual rider-
ship record, carrying a best-ever 13.6 million passengers during the
first 6 months of fiscal year 2010. And with the historically busier
summer travel season ahead, comparing March 2010 to 2009, rider-
ship increased by 13'2 percent to a record 2.4 million passengers
for the month. In addition, every single Amtrak route carried more
passengers, with several experiencing double-digit growth.

Furthermore, one of the, I think, important things to see today
is that we’ve had other wins. A win with Moody’s—Moody’s has up-
graded the rating for Amtrak from an A2 to an Al just this last
month. There have been no material weaknesses found in our au-
dits. This is the first time since 2004 that that’s occurred. And rid-
ership on long-distance trains increased by 16 percent in March,
and is up 5.2 percent for the first two quarters of 2010.

In every one of the services, whether the Missouri River Runner,
where Senator Bond is, it’s up by 24.2 percent for March, to—and
15.8 percent for the first half of Amtrak year. Cascade’s increased
by 11.4 percent. And March saw a 16.7 percent increase for the
first 6 months of the fiscal year.

These numbers reinforce what so many of us know about pas-
senger rail; if you provide a safe, reliable, user-friendly system, the
traveling public will use it.

What I’'d like to do, though, is spend time talking about what I
think is the most important piece of what we’re asking for. And I
know, in the last hearing, there were several questions on it. And
it’s the “Amtrak Equipment Plan and Needs,” which is by your
table right now.

And just as an introduction, the fleet truly is the key for cus-
tomer perception and willingness to use our system. The operating
reliability is particularly important. And the cost of maintaining a
fleet is critical for us for the future.

The railroad belongs to you. It belongs to the United States. It
belongs to the administration and the Congress, and it has for the
last 40 years. We cover 80 percent of our operating costs from rev-
enue. We are the most efficient railroad in the United States. We
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cover none of our capital costs. Just like highways, capital support
comes from the Federal Government. And the payment on debt
comes from the Federal Government. And that will continue to be
that way for as long as you, the owners of this railroad, decide to
operate a railroad.

Amtrak has suffered insufficient Federal capital investment over
the full 40 years that it’s been here. ADA has been around for 20
years, and every administration has failed, and every Congress has
failed, to deliver what it passed as a law to fund the ADA require-
ments for Amtrak. And that is not the case with highway. It is not
the case in the rest of the modes. These modes are not pitted
against the poor. These modes are pitted against highways and
aviation and rail. Nowhere is that more evident in the railcar fleet
and locomotive fleet.

AMTRAK’S AGING FLEET

The fleet needs to be recapitalized. The average age of the fleet
was already said to be 25 years old—or “more than 24” are, I think,
the words that were used. Domestic production is needed both for
employment and to secure a Nation as we enter a much higher cost
of ((ainergy for the future. We need railroads and passenger rail-
roads.

In the first table, just to identify for you the planned car loco-
motive procurement, you can see as red and yellow lines. The yel-
low lines are the cars, and the red lines are the locomotives. And
the two high marks on the yellow lines are when you replace train
sets, like the Acela services, and that’s why they’re higher.

In the second table, what you see is the average annual miles,
in thousands, that the cars operate for Amtrak. And on the far
right of this table, what you find is that all of the Amtrak cars are
operating, in some cases, 180,000 miles a year, in comparison to all
the transit operators, which are on this side of the table, Tri-Rail
being the most, at 66,000 miles a year. And the utilization, then,
for Amtrak—all of these Amtrak cars—is much higher than any
other operation in the United States, period. And they’re all older.

If you look at the third page, you find the same kind of informa-
tion for the average annual mile—locomotive mileage. And what
you see is, the closest competitor—and they aren’t a competitor,
they’re a host—is BNSF, which has an 83,000 mile annual loco-
motive use, where Amtrak is 160,000 mile—almost double what the
mileage is by our private railroads.

But, I think perhaps the most compelling slide in the deck that
you have in front of you is the last one, because it’s a snapshot of
the present. It is the locomotives that we’re talking about replac-
ing, which is the electric locomotive on the Northeast corridor. It’s
the AEM—7—from the 1980s category in utilization you saw a cou-
ple of minutes ago. It’s the Heritage baggage car that was built in
the 1950s. It is the Viewliner sleeper cars, which are the newest
ones on this fleet. The Heritage diner, which is the same age I am.
I was born in 1948, and this diner was born in 1948.

PREPARED STATEMENT

And it’s one of the things that keep our speed down on the
Northeast corridor. You can only operate 177 kilometers per hour;
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that’s 110 miles an hour. And when we replace these, we’ll be able
to immediately go to 200 kilometers per hour, or 125 miles an hour,
by replacing these older cars, which then reduces the time it takes
to travel on the Northeast corridor. And then the Amfleet coaches
and the lounge cars, from 1981 to 1983. This is the Florida-bound
Silver Star, at Seabrook, Maryland, and I think it really dem-
onstrates what we need for fleet for the future.

Thank you for the opportunity to speak.

[The statement follows:]

PREPARED STATEMENT OF HON. JOSEPH H. BOARDMAN

Good morning, Madam Chair, Ranking Member Bond, and members of the sub-
committee. Today is my first time appearing before this subcommittee as President
of Amtrak, and I thank you for the opportunity to testify on Amtrak’s fiscal year
2011 operating and capital needs. I took this position in November 2008; prior to
that I was the Federal Railroad Administrator.

Before I begin the discussion about Amtrak’s fiscal year 2011 funding needs, I
would like to share with the subcommittee some very good news that was an-
nounced April 8. Amtrak has posted the best first half in its history, carrying 13.6
million passengers during the first 6 months of fiscal year 2010. Comparing March
2010 to March 2009, ridership increased by 13.5 percent to a record 2.47 million
passengers for the month. In addition, every single Amtrak route carried more pas-
sengers, with several experiencing double-digit growth.

Ridership on long-distance trains increased by 16 percent in March and is up 5.2
percent for the first two quarters of fiscal year 2010. In the Chicago hub, ridership
on the Lincoln Service (Chicago to St. Louis) showed significant growth with an 18
percent jump in March and 11.6 percent for the 6 month period. The Hiawatha
Service (Chicago—Milwaukee) continues to grow with a 14.3 percent increase in
March over the previous year and a 4.8 percent increase for the fiscal year to date.
Elsewhere in the Midwest, the Missouri River Runner (Kansas City—St. Louis) is
up 24.2 percent for March and 15.8 percent for the first half of the Amtrak fiscal
year, while the Blue Water (Chicago—Port Huron) increased by 21.7 percent in
March and 5.2 percent for fiscal year to date. In the West, Amtrak Cascades (Eu-
gene, Oregon—Vancouver, B.C.) increased by 11.4 percent in March and saw a 16.7
percent increase for the first 6 months of the fiscal year.

These numbers reinforce what so many of us know about passenger rail. If you
provide a safe, reliable, and user-friendly system, the traveling public will use it.
I want to personally thank Chairwoman Murray and this subcommittee for the
funding that has helped make this growth possible and helped prove our belief in
this system and mode to be well founded. Between the funding provided by this sub-
committee to Amtrak and the Federal Railroad Administration’s (FRA) High Speed
and Intercity Passenger Rail Grant Program through the fiscal year 2010 appropria-
tions bill and the Recovery Act, you have truly ushered in a new era of intercity
passenger rail development in the United States.

With the funding you have provided Amtrak, we have rededicated ourselves to our
mission of developing the Nation’s intercity passenger and high speed passenger rail
system, aiming to grow the quality, utility, and breadth of our network. We are also
working intensely on this year’s capital investment program, split-funded with $420
million in General Capital Funds and $590 million in Recovery Act funds. Equally
important, we are also working with our State partners and the FRA to implement
the first round of grants awarded under the High Speed and Intercity Passenger
Rail grant program and are in the midst of collaborating with State for second-
round applications due this spring and summer. Together with the Northeast Cor-
ridor States, we have also just completed the first phase of our 3 year Northeast
Corridor Master Planning Process, and will be transmitting the final version of the
Master Plan document to Congress and the administration in mid-May.
Supplementing this effort, we have also just begun an initial phase of our Northeast
Corridor Next Generation High Speed Rail Study, led by our new High Speed Rail
department, to look at the feasibility of a new dedicated high speed system in the
NEC to serve as successor to the Acela service, with greatly reduced trip times, in-
creased frequencies, and top speeds of 200 mph or more for our high speed express
trains.

Central to all of these endeavors to strengthen or grow the Amtrak system is our
need to replace our aging and hard-run fleet with modern equipment. Per
Congress’s instructions, we completed our first comprehensive fleet strategy for the
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entire system and provided it to the subcommittee on February 1. I testified before
the House Appropriations Committee last month to explain the urgency of our fi-
nancial needs, particularly our need to replace aging rolling stock, and I want to
repeat and, if possible, amplify this appeal. New equipment is an urgent need. We
must begin replacement of our aging cars and locomotives next year, and the ar-
rangement of financing for these acquisitions is a priority. If we continue to delay,
we risk a significant worsening of the mechanical problems and failures that de-
grade our service quality and increase the already considerable maintenance ex-
penses associated with the maintenance and repair of a fleet far past its prime.

FISCAL YEAR 2011 REQUEST

For fiscal year 2011, Amtrak initially requested a total of $2.1 billion, consistent
with the Passenger Rail Investment and Improvement Act of 2008 (PRIIA) author-
izations. About $592 million of that total is requested for operating support, and
$1.025 billion will cover capital needs, while a total of $305 million would go for
debt and debt retirement opportunities. Another $231 million will be needed for
ADA compliance requirements. On March 22, Amtrak submitted a supplemental re-
quest to Congress for an additional $446 million to address our most urgent un-
funded need, replacement of our aging fleet. This will raise our total fiscal year 2011
request to about $2.5 billion.

FLEET PLAN

The $446 million requested for new equipment represents the first and most ur-
gent investments we need to make in replacing our aging rolling stock. It will in-
clude the cost of purchasing 130 single level long distance cars to replace our 1950s-
era “Heritage Fleet” of dining and baggage cars—the last rolling stock we inherited
from the freight railroads that’s still in daily revenue service. The average annual
mileage of these cars is enormous, as you will see on this first slide (see attach-
ment). The typical Heritage car averages 451 miles per day—that’s like running it
from Washington to Boston every single day of the year. And we're putting these
miles on cars whose automotive equivalent would be a Studebaker or Packard. This
is the fleet we are going to replace. If you go to the next slide, you can see the situa-
tion we face with our locomotive fleet. Our diesel electric engines are comparatively
new, but the electric fleet that powers our Northeast Regional and Keystone trains
is aging and requires replacement.

Amtrak’s Average Annual Car Miles - Highest in US Passenger Rail
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Amtrak’s Diesel Locomotive Utilization

Average Annual Locomotive Mileage
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The plan we have put together is shown on this third slide. Many stakeholders
have been anxious for the release of this plan, which was required by Congress in
the fiscal year 2010 THUD appropriations bill. Amtrak has spent a year developing
a comprehensive fleet plan that’s designed to replace all of our existing rolling stock
as it reaches the end of its useful life. It calls for the replacement of equipment in
manageable annual increments, which will allow us to identify and fix issues with
new designs before they become problems. This is not only a procurement plan but
a strategy designed to develop and support a domestic rail manufacturing industry.
It supports an administration goal and an Amtrak goal, as a stable domestic manu-
facturing and supply base should help spur innovation and reduce costs for us. Our
fleet strategy affords States an opportunity to join their orders to ours, with unit
cost savings for everyone—a goal set by Congress with passage of PRIIA. To further
this, we are working with the FRA and the States through the PRIIA section 305
Next Generation Corridor Train Equipment Pool Committee to ensure that our new
fleet shares common designs and specifications with the equipment needed by the
States so that this equipment is interoperable and easily maintained. All of these
are excellent goals, and Amtrak supports them wholeheartedly—but we need to take
the first step, which is funding the initial procurement of a new single-level long
distance fleet. We must give potential suppliers reason to believe there is a long-
term commitment to retain Amtrak and to fund additional State procurements of
intercity passenger rail equipment in the United States. Otherwise, they will not
make the type of investments in facilities and workers necessary to bring the United
States back to the position it once occupied, in the forefront of railcar manufac-
turing, and the 60-year old cars you see in this fourth slide, which date from that
era, will remain in service as long as our maintenance and operating crews can keep
them rolling.



150

Planned car and locomotive
procurement, 2012-2040

250
200
150
100

5 H H H il

2012 2017 2048 2027 2032 20387

Fiscal Year

(=}
=
©

—
[

o

72}

[+}]

(5]
=
o

m Total Cars = Total Locos

2 Tier | trainsets planned for FY 2024 not shown

A snapshot of the present

s
|
‘Amfleet Il coaches
and lounge car.
(1981-1983)

4

\ Heritage diner
(1948-1958)

Heritage baggage car Viewliner sleeping c;rs'
(1950-196%) (1995-1996) R

AEM-7 DC elgetric locomotive
(1980) ;

Floridasbound Silver Starat Seabrook, Marytand. -

AmTRAK

Amazingly, Amtrak managed to increase its ridership by 32 percent between 2002
and 2008 without buying new equipment and our ridership continues to grow today.
We are using ARRA funding to return stored and wreck-damaged equipment to
service, and I'm very pleased with the job that our Beech Grove and Bear shop
staffs have done. This extra equipment now back in service is a contributing factor
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to our increased ridership. But there are limits to what we can accomplish, and we
can’t put cars that don’t exist back into service. Right now the margins for our
equipment, particularly our single-level sleeper and diner fleets, are razor-thin. A
single major accident could potentially require us to terminate or reduce certain
services, particularly on the long-distance trains.

ACCESSIBLE STATIONS DEVELOPMENT PLAN

This July 26 will mark the 20th anniversary of the enactment of the Americans
with Disabilities Act (ADA), and Amtrak is proud of its role as an important mode
of travel for people with disabilities and of our special services to the disabled com-
munity. We look forward to celebrating this ADA milestone, but there remains much
work to be done. Last year, 288,000 riders took advantage of the discounted pricing
Amtrak offers to passengers with disabilities, and that number is on pace to in-
crease by 6 percent this year. All of our front-line employees are trained to provide
special service to passengers with disabilities, and we have resources and policies
in place to accommodate those with unique service requests, such as at-seat meals.
All of Amtrak’s trains meet or exceed the requirements of the ADA, while each and
every one of our new rail cars is designed to be accessible. Amtrak offers reserved
spaces to park wheelchairs, accessible seating into which passengers can transfer
from a wheelchair, accessible bedrooms on all long-distance trains, accessible rest-
rooms, and other accessibility features and services. We're also in the process of
modifying our train cars to allow for on-board storage of Segway devices for those
passengers who use them for mobility assistance.

Currently, 94 percent of Amtrak passengers board at accessible stations. While
our stations must be fully compliant with the terms of the act by July 26, 2010,
unfortunately, as the subcommittee knows, we will miss this deadline. But we are
focused on making each of the 529 stations we serve fully accessible, a challenge
that requires significant funding. We are conducting a capital improvement program
to bring all covered stations we serve up to the necessary standards at a cost of
nearly $1.6 billion based on the comprehensive study we completed in February
2009. In this fiscal year alone, Congress allocated $144 million for station accessi-
bility improvements.

Adding to this complication is the annual funding challenge. On February 1, 2009,
Amtrak advised in our report under section 219 of the PRIIA that nearly $1.6 billion
was needed to bring the entire system into compliance with ADA, assuming that
current ADA regulations on platform boarding remain unchanged. (As the Congress
may well be aware, a proposed Federal Department of Transportation rulemaking
is pending that would call for level boarding at all stations covered by the ADA. If
that rule were to be promulgated and become law, the basic assumptions and pa-
rameters of Amtrak’s current stations compliance program would be nullified and
both the time and cost to achieve compliance would be increased exponentially.)
This investment amount represents a year-old estimate for both Amtrak’s responsi-
bility and third-party responsibilities.

In our fiscal year 2011 request, we asked for $281 million for our fiscal year 2011
Accessible Stations Development Plan, to continue the work to bring the stations
we serve into compliance with the ADA. However, today I am here to report to you
that we are revising that number downward to $231 million. Due to the challenges
of reaching agreements with all parties with ownership interests at the stations, we
have to take into consideration the 3 months of experience since our fiscal year 2011
request was submitted, and we do not think it will be feasible for us to spend $281
million in fiscal year 2011. If you or your staff would like more details on this issue,
we can certainly follow up with you on that.

In closing, I am optimistic about our future and the future of intercity and high-
speed passenger rail. Our intercity passenger rail system is one of the few readily
available solutions to the transportation challenges facing our country—and we are
ready to turn investments in rail into benefits for the environment, the economy,
and our mobility. What it needs is continued investment and leadership. We look
forward to working together in the coming months to ensure that Amtrak obtains
the public funding it needs to sustain its system and fleet for generations to come
and to realize the goals of a stronger Amtrak and a stronger intercity passenger rail
network.

Senator MURRAY. Thank you very much, Mr. Boardman.
Mr. Alves.
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STATEMENT OF THEODORE ALVES, INSPECTOR GENERAL

Mr. ALVES. Good morning, Madam Chair, ranking member, and
members of the subcommittee. And thank you for the opportunity
to discuss Amtrak’s 2011 budget request.

I'd like to start by thanking Mr. Carper, Amtrak’s Chairman, its
Board of Directors, President Boardman, and members of this sub-
committee for the support I've received during the past 5 months
as Amtrak’s new inspector general.

I'm also pleased to report that Amtrak management and the OIG
have agreed to a new relationship policy, and that the inspector
general of the Farm Credit Administration found that the new pol-
icy is consistent with the letter and spirit of the IG Act. I want to
thank the subcommittee for including this very helpful requirement
in last year’s appropriations act.

Today, I will discuss the significant opportunities Amtrak has to
provide increased levels of high-quality passenger rail service and
four important challenges management must address to take ad-
vantage of these opportunities.

First, the opportunities. The Passenger Rail Investment and Im-
provement Act fundamentally changed Amtrak’s role within the na-
tional passenger rail system. Rather than relying on Amtrak to
lead development of new intercity passenger rail services alone,
PRIIA calls on States, supported with Federal grants, to share in
developing new corridor and high-speed rail services. As a result,
Amtrak will become one of many choices States have to provide rail
services, rather than the only practical option.

The first challenge is that Amtrak needs to organize properly
and operate more efficiently. Amtrak is making organizational
changes to help it successfully compete for new contracts, and has
taken steps to operate more efficiently.

To illustrate, the company has made significant progress imple-
menting reliability-centered maintenance practices in response to a
2005 OIG report. Using reliability-centered maintenance on the
Acela fleet reduced costs and generated $16 million in new revenue
in 2009. Amtrak should continue applying this maintenance con-
cept across its fleet.

However, Amtrak can do more. For example, we recently identi-
fied opportunities to adopt European best practices, including bet-
ter asset management systems and more advanced technologies.

Second, Amtrak needs to improve its human capital management
practices. In a May 2009 report, we made several recommendations
that management agreed to implement. As a result, Amtrak is fo-
cusing on strategic workforce planning, including identifying its
critical skills and competencies, implementing a total compensation
philosophy, and improving recruitment and retention practices.
Fully implementing these corrective actions will require a con-
certed effort over several years.

Third, significant IT investments always involve risks. Amtrak
has four major technology initiatives underway, and has taken a
number of measures to address the risks, including: establishing
disciplined procedures to guide both project management and tech-
nology development; forming an independent team to enforce
standards; and implementing reviews to ensure that projects meet
quality standards before proceeding to the next development phase.
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To ensure that these projects stay on track and achieve anticipated
benefits, Amtrak should closely watch progress, address emerging
problems quickly.

The fourth challenge is managing risks associated with the Re-
covery Act projects. Specifically, Amtrak may have to take meas-
ures that could reduce productivity, adversely impact project qual-
ity, or significantly diminish railroad operations in order to finish
some projects by February 2011.

Amtrak faces this issue, in part, because the terms of the FRA
grant are stricter than the terms in the act. The act requires Am-
trak to take measures to complete the projects by February 2011.
The FRA grant, on the other hand, requires Amtrak to take con-
tinuing measures, and even extraordinary measures, to complete
projects by that date.

As projects face slippages, Amtrak is now considering taking ex-
traordinary measures to meet the completion date. These measures
include adding second or third shifts, which studies indicate have
a negative impact on productivity, and reducing the scope of
projects, which reduces the benefits associated with the final prod-
uct. Although the term “extraordinary measures” has not been de-
fined, we do not believe that Amtrak should take actions that
would significantly reduce productivity, adversely impact the qual-
ity of the final products, or significantly diminish railroad oper-
ations.

PREPARED STATEMENT

Madam Chair, this concludes my testimony, and I'll be happy to
answer any questions.
[The statement follows:]

PREPARED STATEMENT OF THEODORE ALVES

Good morning Madam Chair, ranking member, and members of the subcommittee
and thank you for the opportunity to testify about Amtrak’s fiscal year 2011 oper-
ating and capital budget request. Amtrak has made considerable progress posi-
tioning itself to meet the challenges it faces to compete effectively in this new era
of intercity passenger rail. The intercity passenger rail system includes the long dis-
tance routes, High Speed Rail corridors, State sponsored corridors, and the North-
east Corridor (NEC). Accomplishments include completing a new strategic guidance,
a 5 year financial plan, and a long-range fleet plan. Although fiscal year 2009 saw
a decline in ridership and revenue from fiscal year 2008 as the economy continued
to struggle, both ridership and ticket revenues came in at the second highest level
in company history. The last several months have also seen sustained increases in
passengers and revenue.

Before I discuss Amtrak’s funding request, let me thank Mr. Carper, Amtrak’s
Chairman, its Board of Directors, President Boardman, and members of this sub-
committee for the support I have received during the past 5 months as Amtrak’s
new Inspector General (IG). Last year’s appropriations act directed Amtrak manage-
ment and the OIG to agree upon a set of policies and principles for working together
that are consistent with the letter and spirit of the IG Act. On March 17 of this
year, Carl Clinefelter, the IG of the Federal Credit Administration and Vice Chair-
person of the Council of the Inspectors General on Integrity and Efficiency, reported
that the new relationship policy is consistent with the letter and spirit of the IG
Act. T want to thank the subcommittee for inserting this very helpful requirement.

Amtrak is requesting $2.6 billion for fiscal year 2011. A total of $592 million is
for operating support, $1.8 billion for capital needs—including $446 million for re-
placing its aging fleet, and $281 million to meet the Americans with Disabilities Act
requirements—and the remaining $277 million for debt retirement. This amount,
along with last year’s American Recovery and Reinvestment Act (Recovery Act)
funding of $1.3 billion would be a significant infusion of funds and would help Am-
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trak move toward its long-term goal of providing efficient, high quality passenger
rail service that is cost and trip time competitive with other modes.

Today, I would like to discuss the significant opportunities that Amtrak has to
provide increased levels of high quality passenger rail services, as well as important
challenges it must address to take advantage of these opportunities.

First, the Opportunities—Congress passed the Passenger Rail Investment and Im-
provement Act (PRIIA) in October 2008. PRIIA recognized that passenger rail serv-
ices, particularly connecting large cities, can provide significant public benefits, in-
cluding road and air congestion reductions, environmental benefits, fuel usage re-
ductions, and increased mobility choices for the travelling public.

PRIIA not only reauthorized Amtrak; it fundamentally changed Amtrak’s role
within the national passenger rail system. PRIIA also contains many provisions
aimed at spurring Amtrak to operate more efficiently and to improve services on its
existing routes. In addition, the Recovery Act provided $8 billion through PRIIA
grant programs to States to assist in improving Amtrak’s national network and
begin developing new High Speed Rail corridors. Amtrak also received $1.3 billion
through the Federal Railroad Administration (FRA) to improve its infrastructure,
facilities, and security.

Essentially, rather than relying on Amtrak to lead the development of new inter-
city passenger rail services alone, PRIIA calls on States, supported with Federal
grants from FRA, to share in the development of both new corridor services and
High Speed Rail services. While Amtrak is still presumed to be the national oper-
ator, PRITA provides greater flexibility to the States in determining who will plan,
develop, and operate these new services.

With States playing a larger role in planning for and funding passenger rail serv-
ice, Amtrak will become one of many choices States have to provide services, rather
than the only practical option. Amtrak can still be the provider of choice in this new
competitive environment, but only if it is perceived as an efficient organization that
provides quality and cost-effective service.

In fact, Amtrak has many competitive advantages, including its statutory access
to host railroads, existing liability regime, and experience in planning, engineering,
maintenance, and operations. For example, Amtrak already operates a number of
commuter rail routes in key markets and has a nationwide reservation system that
can be extended to support new services, allowing significant economies of scale.
Amtrak can leverage these advantages to help States plan for these new services
and to become the operator of choice for new services.

Now, the Challenges.—As Amtrak moves into this new era of passenger rail, it
faces four interrelated management challenges. Those challenges include:

—Competing successfully for new State supported corridor and high speed rail

services and then delivering high quality cost-effective service.

—Improving human capital management practices, including strategic workforce

planning, and training and development.

—Managing risks associated with the modernization of Amtrak’s information

technology systems and infrastructure.

—Managing risks associated with projects funded through the Recovery Act.

CHALLENGE 1.—COMPETING SUCCESSFULLY FOR NEW STATE SUPPORTED SERVICES AND
THEN DELIVERING HIGH QUALITY COST-EFFECTIVE SERVICE

Growth in State supported services, including the development and operation of
new high-speed rail corridors, creates new challenges for Amtrak. To retain its dom-
inant position in the market, Amtrak must elevate its customer focus, improve serv-
ice quality, and become a more nimble and dedicated partner. Competition for
routes should also challenge Amtrak to implement significant operating efficiencies
that will improve all lines of business.

The strategic direction and additional Federal funding that PRIIA authorized,
along with appropriations support, has given Amtrak a unique opportunity to ex-
pand and enhance its rail passenger operations. However, Amtrak will face chal-
lenges to compete successfully in a market place that has increasing levels of both
di)mestic and foreign competition. The competition is evidenced by two recent exam-
ples:

—The Virginia Railway Express operating and maintenance service contract was
recently awarded to the U.S.-based subsidiary of a French firm. Amtrak had
been providing the services since the commuter rail operations began in 1992.

—Caltrans selected a different French firm to renovate all 66 bi-level intercity
passenger vehicles from its California car fleet. The renovations will take place
in a newly-opened maintenance facility in California. While Amtrak did not
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compete for this work, it represents the growing marketplace for equipment-re-
lated work.

To thrive in this newly competitive environment, Amtrak must significantly im-
prove its operating efficiency. In fact, we believe the very existence of competition
will provide the incentive Amtrak needs to focus more attention on operating more
efficiently.

Amtrak deserves to be commended for its recent decision to establish a new High
Speed Rail department reporting directly to Mr. Boardman. This new department
should help the company focus on the planning and development activities required
to successfully compete for high speed rail contracts. As it implements this new or-
ganization, Amtrak will need to also focus on ensuring that it is positioned to de-
liver efficient and high quality services. A heightened emphasis on operating more
efficiently and controlling costs will be needed to ensure that Amtrak remains the
service provider of choice.

Amtrak has taken some commendable steps to improve operating efficiencies in
recent years, but more needs to be done. For example, a recent OIG report?! con-
cluded that, although Amtrak’s Engineering department has effectively reduced its
operating expenses by 15 percent between 2002 and 2007, the company still spends
about $50 million more per year than the average comparable European railroad,
and $150 million more per year than the “best” European railroads to maintain and
renew its infrastructure assets. Although American and European railroads are not
entirely comparable and some of these opportunities are outside Amtrak’s direct
control, Amtrak can implement many European practices that would reduce costs.
For example, we recommended that Amtrak implement better asset management
systems and procure more advanced technology/equipment.

Amtrak is well along in implementing a new asset management system but it will
be several years before it is fully operational. Additionally, Amtrak is exploring new
technologies along the Northeast Corridor. The key now is for Amtrak to follow
through on these recommendations to ensure that these changes are implemented
effectively.

In 2005, we issued a report on Amtrak’s Mechanical Maintenance Operations.2
We estimated that Amtrak had an opportunity to save $100 million per year by
adopting a Reliability Centered Maintenance strategy along with other efficiency
improvements. Amtrak has made significant progress in this area. For example, im-
plementing Reliability Centered Maintenance for the Acela fleet allowed Amtrak to
reduce maintenance costs and to increase available train sets from 14 to 16 per day,
generating additional revenues of $16 million during fiscal year 2009 alone. The ex-
perience with the Acela fleet is a strong indicator that significant additional benefits
can be realized as this practice is expanded throughout Amtrak’s conventional fleet.
Amtrak needs to ensure that momentum is maintained to apply this important
maintenance concept across all Amtrak fleet assets. We are currently conducting a
follow-up review on this important program.

We also note that Amtrak’s financial projections do not reflect significant improve-
ments in operating efficiency. One key indicator of efficiency that Amtrak uses is
loss per passenger mile. The chart below shows the operating loss per passenger
mile increasing by approximately 45 percent from fiscal year 2008 to fiscal year
2010, and then remaining relatively constant from fiscal year 2010 to fiscal year
2014. During a period when ridership is expected to grow beyond the levels experi-
enced in fiscal year 2008, we would expect to see the loss per passenger mile return
to the levels experienced in fiscal year 2008 or even improve on those levels. Only
through a renewed focus on efficiency improvement will Amtrak be able to achieve
this.

1“Amtrak’s Infrastructure Maintenance Program”, September 2009, OIG Report Number E—
09-05.
2“Amtrak Mechanical Maintenance Operations”, October 2005, OIG Report Number E-05-04.
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Loss per Passenger Mile
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CHALLENGE 2.—IMPROVING HUMAN CAPITAL MANAGEMENT PRACTICES, INCLUDING
STRATEGIC WORKFORCE PLANNING, AND TRAINING AND DEVELOPMENT

Improved human capital management and strategic workforce planning are crit-
ical to ensure that Amtrak has the right people with the right operational and lead-
ership skills to improve services and expand operations efficiently and effectively.

Historically, Amtrak had been operating on budgets that allowed it to maintain
the railroad and deliver adequate passenger services, but provided limited resources
to invest in long-term planning, including human capital initiatives. It maintains a
relatively stable work force, with long-term employees who operate the railroad with
reasonable efficiency, instituting improvements as time and resources allow.

Two significant factors will change this environment:

—Amtrak’s workforce is aging. Over the next 5 years, 30 percent of its work force,
representing thousands of employees, will be eligible to retire. Replacing them
will be a daunting task considering Amtrak employs about 20,000 people.

—Amtrak has received a large injection of capital funds to improve its infrastruc-
ture, facilities, and security capabilities—this has strained its ability to provide
people with the right skill sets to oversee these investments while continuing
to run the railroad.

Strengthening human capital practices remains a significant challenge across Am-
trak, a challenge which will intensify as workloads increase at the same time that
experienced employees in key positions retire or migrate to other business opportu-
nities.

In May 2009, we issued a report that compared Amtrak’s human capital manage-
ment practices to other companies.? In preparing the report we interviewed over 125
Amtrak managers and employees, obtained results from benchmarking studies, and
visited two other Class I railroads to see how they managed their human capital.

Our report made specific recommendations that covered four critical areas. Am-
trak agreed with all major recommendations and has been taking steps to imple-
ment them. However, fully implementing these recommendations will require a con-
certed effort over several years.

Strategic Work Force Planning.—We found that Amtrak lacks a strategic work-
force planning process to ensure that it has a workforce with the knowledge and
skills to meet future needs. We recommended a stronger focus in this area that in-
cludes identifying the critical skills and competencies needed to achieve Amtrak’s
current and future business requirements. The company has made progress by iden-
tifying employees who are eligible to retire and preparing talent profiles for non-
agreement covered positions. While this is a good start, the company has not yet
identified its mission critical and other key positions or developed a strategic work-
force plan.

Total Compensation.—Amtrak also lacks a total compensation approach to ensure
that pay practices are applied consistently and are aligned to support Amtrak’s stra-
tegic goals. Total compensation is the complete pay package an employee receives,

3“Human Capital Management”, May 2009, OIG Report Number E-09-03.
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including money, benefits, and services. Our recommendations focused on the need
to define and implement an overall compensation philosophy and strategy. Since our
report, the Human Resources Department has conducted a compensation review as
part of an effort to develop a new pay structure that will help attract, motivate, and
retain highly skilled and talented employees. Amtrak has not yet, however, revised
its pay structures.

Recruitment.—Successful companies recognize the importance of having a clearly
defined recruiting strategy linked to the company’s identified workforce needs. Re-
cruiting at Amtrak is decentralized and manually driven. While the company has
been successful in filling its recruitment needs during the past 2 years, as the econ-
omy recovers Amtrak risks losing skilled craftsman and technical expertise faster
than it can replace them. Our recommendations focused on how the company could
improve the recruitment process to reduce the cost and time to hire while attracting
highly qualified candidates. The company is working to deploy an automated system
that should help improve recruitment.

Retention.—Each time a company loses an employee, it costs money. Amtrak’s
overall turnover rate has averaged about 10 percent annually, which is lower than
most companies. Once employees reach 5 years of service with Amtrak, the majority
tend to stay for the entire career. The problem is that in recent years a high propor-
tion of Amtrak employees leave before completing 5 years, resulting in an overall
workforce that tends to be skewed toward employees approaching retirement age.
Amtrak’s challenge, therefore, is to retain employees beyond the first 5 years of em-
ployment in order to smooth out this imbalance. Our recommendations focused on
the need for a corporate retention strategy that aligns with and supports an overall
strategic human capital plan.

Amtrak is heavily engaged in implementing the Employee Information Manage-
ment (EIM) system, a sophisticated human resource management system that pro-
vides a basis to more effectively track and guide the career paths for its employees.
Amtrak needs to ensure that it also makes timely progress in addressing the stra-
tegic Human Capital issues by continuing to implement our recommendations.

We also recently completed a separate and more detailed review focusing specifi-
cally on training and employee development. Our October 2009 report,* found that
because Amtrak’s training program is largely decentralized, it cannot ensure that
training efforts are aligned to meet the company’s strategic needs. We also found
that Amtrak needs to develop an effective corporate-wide strategy for developing
management employees to assume the future leadership roles in the company.

We made a series of recommendations to improve the effectiveness and efficiency
of training and employee development, focusing on developing and implementing a
corporate-wide training and employee development strategy. This would ensure that
training aligns with the overall corporate strategy and provides employees with the
skills needed to assume leadership roles in the future.

Management recently agreed with all of our recommendations and provided a
plan to implement them. It is important, however, for management to stay focused
on making near-term improvements, because effective training and development
practices will be a key component of Amtrak’s ability to deliver high quality serv-
ices.

CHALLENGE 3.—MANAGING THE RISKS ASSOCIATED WITH AMTRAK'S GOAL OF
MODERNIZING ITS INFORMATION TECHNOLOGY SYSTEMS AND INFRASTRUCTURE

Significant IT investments always involve risks, and achieving anticipated bene-
fits depends on managing the risks and implementing business process improve-
ments to streamline and improve internal operations.

Amtrak recognizes that a number of its key information systems and the under-
lying technological infrastructure are outdated and increasingly prone to failure.
Modernizing these information systems also provides a major opportunity for Am-
trak to better harness information to make decisions and operate more efficiently.
Amtrak is, therefore, taking measures to mitigate the potential for system problems
while at the same time leveraging more up-to-date systems technology to drive oper-
ational improvements and more effective decisionmaking.

Amtrak currently has four major technology initiatives under way:

—Strategic Asset Management (SAM).—SAM is a multiyear program to transform
and integrate key operational, financial, supply chain, and human resource
processes. SAM is expected to help Amtrak meet managerial accounting re-
quirements mandated by PRIIA and replace legacy financial, procurement, ma-
terials management, and operational systems.

4“Training and Employee Development”, October 2009, OIG Report Number E-09-06.
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—eTicketing and Next Generation Reservation (RES-NG).—Amtrak’s current res-
ervation and ticketing system is critical for sales booking, ticketing, customer
service, and train operations. eTicketing is a major program that aims to re-
place current paper-based ticketing processes with an airline-style electronic
ticketing system. This program will also automate the onboard ticket processing
and simplify and streamline the revenue recognition and accounting functions.

—Amtrak Information Management (AIM).—The objective of this program is to
make critical business information reliable and easily accessible to Amtrak’s
managers and executives. It will integrate information from various internal
and external sources, and will include sophisticated capabilities such as busi-
ness intelligence, document management, and train communications.

—IT Infrastructure Improvement (IT1I).—This initiative focuses on upgrading Am-
trak’s IT infrastructure to improve service levels and lower current costs. Under
new outsourcing contracts signed during 2009, IBM is responsible for data cen-
ter operations and seat management, while AT&T is responsible for data and
voice networks. Amtrak is also moving its current data center to two new loca-
tions over the next several months.

Because large IT acquisitions involve significant risk, they must be carefully man-
aged. The fact that these programs are taking place concurrently and have a num-
ber of inter-dependencies heightens these risks. For example, the AIM program will
need to make use of information that is being made available by other programs
such as SAM and eTicketing. Also, many changes to business processes and oper-
ational procedures will occur in quick succession, challenging the organizations abil-
ity to absorb the changes.

Amtrak is aware of these risks and has taken a number of measures to manage
them, including:

—Reorganizing the IT department to foster partnerships and improve communica-

tions with business customers.

—LEstablishing a Project Management Office, separate and distinct from the tech-
nology delivery team, to establish standardized, disciplined procedures to guide
both project management and technology development.

—Forming an independent Enterprise Architecture team to develop, monitor, and
enforce architectural standards.

—Dividing each major project into phases and implementing comprehensive peer
reviews for each phase, to ensure that projects meet quality standards before
proceeding to the next development phase.

—Instituting progress reports to keep management and the Board informed about
the status of each technology project.

To ensure that these projects stay on track, Amtrak will need to closely watch
progress and take steps to address emerging problems quickly. We also recently ini-
tiated an audit of the largest and most complex of the four programs—the SAM
pr(ﬂ'ect—to evaluate how well management and control measures are mitigating
risks.

CHALLENGE 4.—MANAGING RISKS ASSOCIATED WITH PROJECTS FUNDED THROUGH THE
RECOVERY ACT

Recovery Act spending creates many opportunities to improve infrastructure, fa-
cilities, and security, but the large amount of funds combined with tight spending
deadlines create a challenge to spend money efficiently and effectively and to ensure
that projects provide long-term economic benefits.

The Recovery Act included $1.3 billion in capital grants to fund a variety of
projects to help Amtrak improve its infrastructure, facilities, and security posture.
The act also required the Secretary of Transportation to take measures to ensure
that projects would be completed within 2 years of enactment (February 17, 2011).

In March 2009, the Federal Railroad Administration (FRA) provided a $1.3 billion
grant to Amtrak. The grant agreement requires Amtrak to complete all projects
funded through the Recovery Act no later than February 17, 2011 and to continu-
ously take actions to ensure projects are completed by that date. Amtrak is allowed
to request a waiver for projects that cannot be completed by February 17, 2011, but
must demonstrate that it has taken “extraordinary” measures to complete the
project on time.

Amtrak currently has hundreds of individual projects under way that are funded
through the Recovery Act. Examples of important projects include: replacement of
the Niantic River Bridge, refurbishments of several other bridges, improved commu-
nications, power upgrades, modernization of stations, improvements for customer
and workplace safety, and the return to service of dozens of locomotives and pas-
senger cars.
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This week we plan to issue a draft report to Amtrak that analyzes project risks
associated with key engineering projects funded by the Recovery Act. Of the nine
projects (totaling $293 million) that we evaluated, five contained a significant num-
ber of high-risk areas that need to be managed effectively to ensure the project’s
success. These projects included the Niantic River Bridge project and Positive Train
Control projects. Of the 10 risk categories that we examined, risk associated with
acquisition, environment, schedule slippage, and technology were identified by pro-
gram managers as areas of the highest concern. In general the program managers
were quick to recognize the high-risk items and to put forward tactics that they be-
lieved would adequately manage the associated risk.

However, neither the program managers nor Amtrak’s executives are in a position
to mitigate the most significant concern, which is that the grant between the FRA
and Amtrak requires Amtrak to take extraordinary measures to ensure that all
projects are completed by February 17, 2011. Although the Recovery Act requires
that Amtrak take measures to complete the projects by February 2011, it does not
require “extraordinary” measures. The March 19, 2009, FRA grant not only requires
that Amtrak take continuing measures to complete projects within 2 years, but re-
quires Amtrak to identify the extraordinary measures taken to meet the February
17, 2011, completion date when applying for a waiver.

This requirement to take extraordinary measures may have the unintended con-
sequence of encouraging Amtrak to take actions that increase the risk of waste and
inefficiency or even to take shortcuts that could increase the risk that the project
will not perform as well as expected and will not provide the benefits expected. Al-
though the term has not been defined, we consider extraordinary measures as any
action that would significantly reduce productivity, increase the potential for waste
or inefficiency, negatively impact the quality of the final products, or significantly
impact the smooth operation of the railroad.

Amtrak executives, including the President and the Chief Financial Officer, are
committed to ensuring that funds are utilized effectively and represent an appro-
priate use of taxpayer funds. They are in the process of making decisions about how
to balance the need and desire to implement these projects against the need to
spend taxpayer funds efficiently and effectively. In fact, when Amtrak awarded con-
tracts, it had taken measures to complete the projects on time—those measures
were reflected in a contract completion date that met the requirement.

However, as projects face slippages that threaten the completion date, which is
not unusual for large construction projects, Amtrak executives are faced with either
taking extraordinary actions to meet the completion date, or cancelling the project
and identifying a substitute project that can be completed in time. Extraordinary
actions that have been proposed by Amtrak include the addition of second or even
third shifts on construction projects and reducing the scope of projects to accomplish
less than originally planned. Identifying substitute projects at this point in time also
involves risks and might result in spending on lower priority projects that will bring
fewer benefits than the originally selected project.

Because the grant agreement is driving these “extraordinary” measures rather
than the Law, we are recommending that Amtrak apply to the FRA to amend the
grant provisions that require Amtrak to continue to take “extraordinary” measures
to complete projects by February 17, 2011, if those measures would significantly in-
crease the risk of waste, inefficiency, reduced project benefits, or disrupt operations.

In closing, let me briefly discuss the OIG’ s budget request.

We are requesting $22 million as a direct appropriation to the OIG for fiscal year
2011, which is consistent with our authorized funding level. Although it represents
a $3 million increase over our 2010 appropriation, I would note that the OIG appro-
priation has not kept pace with inflation for the prior 3 years.

The request will provide additional leadership positions to support needed restruc-
turing of our operations as well as positions to strengthen our internal operations.
For example, in the past, the Amtrak OIG relied heavily on support from Amtrak
management units for Human Resource and procurement activities. While I plan to
continue to rely on Amtrak support, it is essential that we have adequate in-house
capabilities to ensure that we can operate independently and effectively. Finally, our
request funds required upgrades to our IT systems.

We have developed a new strategic plan for the OIG that will help us to focus
on the major goals Amtrak is trying to achieve and we have provided that plan to
the subcommittee. This additional fiscal year 2011 funding will help us to imple-
ment our new strategy of focusing our attention on the most significant issues Am-
trak faces. We expect to identify significant cost savings and program improvements
in important areas, including Amtrak’s $250 million annual healthcare expendi-
tures.
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We are also working closely with Congress and this subcommittee to provide time-
ly information that will be helpful in the legislative and oversight process. We hope
you agree that your investment in the Amtrak OIG serves to strengthen Amtrak’s
operations, improve efficiency, prevent and deter fraud and abuse, and provide the
transparency needed in an organization that receives large Federal subsidies. To il-
lustrate, in February of this year, Amtrak released a Fleet Strategy outlining a
multibillion-dollar plan to replace its aging fleet and to provide additional fleet to
handle the growth in demand. At the request of this subcommittee, we plan to re-
view this important initiative.

Madam Chair, this concludes my testimony and I will be happy to answer any
questions.
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Senator MURRAY. Thank you very much.
Ms. Ann Calvaresi.

STATEMENT OF ANN CALVARESI-BARR, DEPUTY INSPECTOR GEN-
ERAL

Ms. BARR. Chairman Murray, members of the subcommittee,
thank you for the invitation to discuss ongoing efforts to strengthen
the Nation’s passenger rail network.

As you know, recent legislation calls for significant investment in
rail, an investment that demands rigorous oversight to ensure pas-
senger rail goals are achieved and taxpayer dollars are used wisely.

My statement today focuses on FRA’s expanded role and respon-
sibilities under PRIIA and the Rail Safety Improvement Act, the
challenges FRA faces in effectively carrying out its new role, and
the progress Amtrak has made in improving its operating and cap-
ital financial management processes.

PRIIA and the Safety Act dramatically expanded FRA’s role. To-
gether, these mandates call for FRA to develop, from the ground
up, a multibillion-dollar high-speed rail program and to undertake
several new safety and passenger rail service enhancement initia-
tives.

Among the tasks set out for FRA are the development of per-
formance metrics for minimum passenger rail service require-
ments, such as on-time performance levels, and the establishment
of a discretionary grant program to develop and deploy positive
train technologies. This expanded role presents several challenges
for FRA, especially as they relate to implementing the high-speed
rail program. To ensure program success, FRA must develop a
sound implementation strategy.

While FRA has developed project selection criteria, it has yet to
provide grant applicants with the detailed methodologies needed to
adequately complete their applications. For example, FRA has not
issued guidance on how to prepare forecasts of project ridership
and revenue, costs, and public benefits for high-speed and intercity
passenger rail. Without such guidance, FRA 1is not positioned to ef-
fectively assess the merits of rail grant applications and ensure
sustainability of the service.

FRA must also enhance its internal policies and practices in
order to effectively oversee these larger project grants. According to
the Office of the Secretary of Transportation [OST], plans for pro-
gram monitoring and administration are in development.

Finally, FRA must obtain adequate staff with the right skill mix
to oversee program implementation.

The Recovery Act greatly accelerated FRA’s rollout of the high-
speed rail program, further exacerbating FRA’s challenges. Within

(161)
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10 months after its enactment, FRA was required to issue a stra-
tegic high-speed rail plan, establish interim guidance, and process
all applications for the $8 billion stimulus investment.

Balancing other PRIIA responsibilities with its traditional re-
sponsibilities create even more challenges for FRA. For example,
PRIIA requires FRA to coordinate with hundreds of public and pri-
vate stakeholders to establish a National Rail Plan that addresses
interconnectivity with other modes of transportation, informs the
development of State rail plans, and recognizes the need for a sus-
tainable funding mechanism. At the same time, FRA must not lose
sight of its traditional responsibilities; chief among them, ensuring
rail safety and oversight of Amtrak.

Effectively managing these critical rail programs will require
sustained focus and oversight by FRA and the DOT OIG. We have
begun to shift resources accordingly. Specifically, we have under-
way an evaluation of best practices for forecasting high-speed rail
ridership and revenue, costs, and public benefits; an audit of infra-
structure access agreements between the States and freights to en-
sure access agreements adequately address cost, schedule, and per-
formance goals; and a quantitative analysis of Amtrak’s delays that
will help FRA ensure investments yield the highest return.

Given the important role Amtrak plays in intercity passenger
rail, our work on Amtrak’s financial management is relevant to
FRA’s efforts. Amtrak established key performance indicators to
measure both the efficiency and effectiveness of its operational and
financial performance. For example, Amtrak developed a cost-re-
covery indicator to measure the proportion of expenses covered by
revenues and ridership growth. This approach appears to be a more
efficient way to monitor and improve operating and financial per-
formance than its previous approach of tracking savings from spe-
cific reforms.

Our ongoing work also indicates that Amtrak has improved its
long-term capital planning. Specifically, Amtrak has developed
long-term plans for its fleet and infrastructure, a transparent proc-
ess for prioritizing its capital needs, and guidance on conducting
post reviews of its capital investments. Clearly, Amtrak’s success
hinges on effective implementation.

PREPARED STATEMENT

In closing, while we are dedicating additional resources to over-
see FRA and its expanded role, we are encouraged that the Am-
trak’s OIG, under its new leadership, will enhance its oversight of
Amtrak-related work.

Chairman Murray, this concludes my prepared statement. I
would be happy to answer any questions that you or other mem-
bers of the subcommittee may have.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF ANN CALVARESI-BARR

Madam Chairman and members of the subcommittee: Thank you for inviting me
here today to discuss ongoing efforts to strengthen the Nation’s passenger rail net-
work. As you know, recent legislation has called for significant investment in rail—
an investment that demands additional scrutiny and oversight to ensure legislative
goals are achieved and taxpayer dollars are used wisely.
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My testimony today focuses on: (1) changes in the Federal Railroad Administra-
tion’s (FRA) role and responsibilities under the Passenger Railroad Investment and
Improvement Act of 2008 (PRITA) and the Rail Safety Improvement Act of 2008
(RSTA); (2) the challenges FRA faces in effectively carrying out its new role; and (3)
the progress Amtrak has made in improving its operating and capital financial man-
agement. My testimony is based on our recent and ongoing work related to FRA,
Amtrak, and rail issues in general.

IN SUMMARY

PRIIA and RSIA dramatically realigned FRA’s role and expanded its responsibil-
ities. Together these two pieces of legislation have called for the implementation of
a high speed rail program, improvements in intercity passenger rail services, and
safety enhancement initiatives. Each new mandate carries a unique set of chal-
lenges for FRA, especially as they relate to implementing the high-speed rail pro-
gram. Challenges include developing written policies and practices to guide the pro-
gram’s grant lifecycle process and oversight activities, and obtaining adequate staff
to oversee implementation. The American Recovery and Reinvestment Act of 2009
(ARRA) exacerbated these challenges by accelerating timelines and providing FRA
an additional $8 billion. At the same time, FRA must continue to carry out its prior
responsibilities, including its oversight of Amtrak. While our work has found that
Amtrak has improved its financial management of operating and capital planning
activities, new PRIIA mandates and ARRA funding could require Amtrak to height-
en its improvement efforts. In light of these issues, the Department of Transpor-
tation (DOT), Office of Inspector General (OIG) has several audits—completed or
under way—to monitor FRA’s efforts to carry out its traditional and new roles and
responsibilities.

BACKGROUND

Within the last 2 years, new legislation has been enacted with major ramifications
to intercity passenger rail in the United States. On October 16, 2008, the President
signed into law RSIA, or the Safety Act, and PRIIA. The Safety Act is the most com-
prehensive new railroad safety law in the past 30 years. In addition to reauthorizing
FRA, the Safety Act contains new mandates for freight railroads, commuter rail-
roads, and the National Railroad Passenger Corporation, better known as Amtrak.
PRITA reauthorizes Amtrak and strengthens the U.S. passenger rail network by
tasking Amtrak, DOT, FRA, States, and other stakeholders with improving service,
operations, and facilities. PRIIA focuses on intercity passenger rail, including Am-
trak’s long-distance routes and the Northeast Corridor, State-sponsored corridors
throughout the Nation, and the development of high speed rail corridors.

ARRA was signed into law on February 17, 2009, to preserve and create jobs and
promote economic recovery through investments in transportation, environmental
protection, and other infrastructure. ARRA provided $8 billion to FRA for discre-
tionary grant programs to jump start the development of high-speed rail corridors
and enhance intercity passenger rail service. ARRA also directed $1.3 billion to Am-
trak for capital investments. In addition, ARRA designated $20 million to DOT OIG
through fiscal year 2013 to conduct audits and investigations of DOT projects and
activities funded by ARRA. In response, OIG developed a work plan using a three-
phase approach to conduct audit and investigative work by emphasizing high-risk
areas and promptly reporting results. Between March and December 2009, OIG
issued two reports outlining the risks and challenges to DOT program offices related
to ARRA, including FRA.1

LEGISLATION DRAMATICALLY EXPANDED FRA’S ROLE

Historically, FRA was a small agency, focused primarily on promoting and over-
seeing railroad safety. FRA was responsible for: (1) promulgating railroad safety
regulations; (2) administering several small grant and loan programs, such as the
Rail Line Relocation grant program and the Railroad Rehabilitation and Improve-
ment Financing loan program; and (3) overseeing Amtrak’s operations and dis-
bursing Amtrak’s annual grant funds. PRIIA and RSIA, however, dramatically re-
aligned FRA’s role and expanded its responsibilities. Together, these mandates call
for FRA to undertake several new safety and passenger rail service enhancement

10IG Report MH-2009-046, “American Recovery and Reinvestment Act of 2009: Oversight
Challenges Facing the Department of Transportation,” issued March 31, 2009 and OIG Report
MH-2010-024, “DOT’s Implementation of the American Recovery and Reinvestment Act: Con-
tinued Management Attention is Needed to Address Oversight Vulnerabilities,” issued Novem-
ber 30, 2009. OIG reports and testimony are available on our Web site: www.oig.dot.gov.
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initiatives and to develop from the ground up a multi-billion dollar high-speed rail
discretionary grant program.

PRIIA Added Several New Initiatives to Enhance Intercity Passenger Rail Service

PRIIA tasked FRA with numerous significant responsibilities—among them the
creation of a new High-Speed Intercity Passenger Rail (HSIPR) grant program.
Other new PRITA mandates include initiatives to improve existing intercity pas-
senger rail service and to promote the expansion of intercity passenger rail. PRITA
requires FRA to design a long-range national rail plan that promotes an integrated,
efficient, and optimized national rail system for the movement of people and goods.
FRA issued its preliminary plan on October 15, 2009, and must submit the final
plan to Congress on September 15, 2010.

PRIIA also required FRA to develop performance metrics that establish minimum
passenger rail service requirements—such as minimal on-time-performance levels
and other service quality measures—and provide a framework for improved pas-
senger rail service. The metrics were developed in conjunction with Amtrak and in
consultation with the Surface Transportation Board, Amtrak’s host railroads, States,
Amtrak’s labor organizations, and rail passenger associations. FRA is required to
publicly report performance results quarterly. Other Amtrak-related responsibilities
that PRIIA requires FRA to carry out include monitoring and conducting periodic
reviews of Amtrak’s compliance with applicable sections of the American’s with Dis-
abilities Act and monitoring Amtrak’s development and implementation of perform-
ance improvement plans for its long-distance routes.

RSIA Highlighted and Expanded FRA’s Traditional Safety Role

RSIA amended existing railroad legislation to make the safe and secure move-
ment of people and goods FRA’s highest priority. Most notably, RSIA requires FRA
to establish a discretionary grant program, with authorized funding of $50 million
per year for fiscal years 2009 through 2013, to support the development and deploy-
ment of positive train control technologies. FRA issued a Notice of Funds Avail-
ability, Solicitation of Applications for this program on March 29, 2010; a status re-
port on positive train control implementation is due to Congress by December 31,
2012.

RSIA also requires FRA to perform several safety-related studies. One study will
assess the risks posed to passengers with disabilities boarding and alighting from
trains where there is a significant gap between the train and the platform. Another
study addresses the risks associated with the use of personal electronic devices by
railroad personnel while on duty. This body of work will position FRA to carry out
its role as the Nation’s rail safety enforcement agency as it undertakes increasing
passenger rail responsibilities.

FRA FACES SIGNIFICANT CHALLENGES IN MEETING ITS MANDATE

The new legislative mandates present unique challenges for FRA. Effectively im-
plementing the HSIPR program is key among these challenges. Specifically, FRA
must: (1) assess the net benefits of high-speed rail; (2) develop written policies and
procedures for grant management; and (3) determine staffing needs. The $8 billion
in ARRA funding exacerbated these vulnerabilities as it accelerated implementation.
In addition to implementing the HSIPR program, FRA must balance its increased
workload under PRITA with prior legislative requirements, including its oversight
of Amtrak. While FRA has made several steps toward meeting these challenges, it
has recognized that more resources are needed to successfully carry out its mandate.

HSIPR Success Depends on an Effective Implementation Strategy

To ensure HSIPR project grantees follow sound management practices, FRA must
develop a sound implementation strategy. First, FRA must develop guidance for
forecasting project ridership, revenue, costs, and public benefits for high-speed and
intercity passenger rail. According to DOT’s Office of the Secretary (OST), FRA has
developed detailed evaluation criteria to determine a proposed project’s merit and
feasibility. However, FRA has yet to issue formal guidance for grant applicants to
use in preparing forecasts.

Second, FRA must develop written policies and practices to guide the program’s
grant lifecycle process and oversight activities. We identified certain risks associated
with awarding grants without a fully documented program implementation strategy
and grant lifecycle process. As a result, FRA delayed the awards until early 2010.
However, according to OST, FRA is still in the process of reviewing its grants man-
agement manual for final approval and developing monitoring plans and grant ad-
ministration standard operating procedures.
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Finally, FRA must obtain a sufficient number of staff with the skills needed to
oversee program implementation. To address its initial lack of capacity to start up
and effectively manage the HSIPR program, FRA has completed a workforce assess-
ment, which we have yet to validate. As a result of that assessment, FRA requested
and received funding for 27 additional staff resources in its fiscal year 2010 budget.
However, FRA has been slow to fill these vacancies.

ARRA'’s tight deadlines for spending funds have greatly accelerated FRA’s rollout
of HSIPR, exacerbating program challenges. Deadlines for obligating funds under
Track 1 (“ready to go projects”) and Track 2 (“corridor development programs”) are
September 2010 and September 2011, respectively. Within 10 months after ARRA’s
enactment, FRA issued a strategic plan, established interim guidance, and processed
all Track 1 and 2 applications, as required.

Managing Other New and Traditional Legislative Responsibilities Further Challenge
FRA

Balancing new PRIIA responsibilities with its traditional responsibilities create
additional challenges for FRA. With regard to PRIIA, FRA must coordinate with
hundreds of public and private stakeholders to establish a national rail plan that
addresses interconnectivity with other modes of transportation and recognizes the
need for a sustainable funding mechanism. As the market for intercity passenger
rail carriers grows, tracking and reporting their performance results could become
a challenge for FRA. For example, FRA will have to establish a standardized mecha-
nism for collecting performance data from multiple carriers who may have different
procedures than currently used for reporting the proposed metrics and standards.

At the same time, FRA must continue to carry out its prior administrative respon-
sibilities for its existing grant and loan programs. Specifically, FRA must effectively
manage the Rail Line Relocation discretionary grant program, the Railroad Reha-
bilitation and Improvement Financing loan program, and the Amtrak grant pro-
gram. Together, these programs account for 37 percent of FRA’s $4.374 billion fiscal
year 2010 budget.

Effectively managing these critical rail programs in the face of the public scrutiny
of the HSIPR program will require sustained focus and oversight by FRA and OIG.
OIG has begun to shift resources to provide the appropriate level of oversight in
order to inform FRA’s efforts and monitor its progress. For example, our evaluation
of best practices for forecasting high-speed ridership, revenue, and public benefit
should assist FRA in its efforts to assess the economic and financial viability of pro-
posed projects and ensure Federal investments are allocated to the most worthy
projects. Our audit of the risks private freight railroads pose to the HSIPR program
should help FRA ensure that access agreements adequately address cost, schedule,
and performance goals, and that HSIPR benefits are achieved. Finally, our quan-
titative analysis of the causes of Amtrak delays will inform efforts by Amtrak and
the freight railroads to improve Amtrak’s on-time performance and clarify the rel-
ative value of investing Federal funds to expand freight rail capacity as a means
to address delays.

AMTRAK HAS MADE IMPROVEMENTS IN FINANCIAL MANAGEMENT

Our work on Amtrak’s financial management is extremely relevant to the HSIPR
program, given the important role Amtrak will play in FRA’s development of inter-
city passenger rail service. Since we began reporting regularly to Congress2 on Am-
trak’s operating performance and its progress in reducing Federal operating sub-
sidies, Amtrak has shifted its financial management approach from implementing
various strategic reform initiatives (SRI) to establishing key performance indicators
(KPI). The KPIs appear to be a more efficient way for management to monitor oper-
ating performance. Results of our mandated audit on Amtrak’s 5-Year Capital Plan-
ning, which we are finalizing, also indicate that Amtrak has made significant im-
provement to its long-term capital planning including a more transparent
prioritization process.

2The Transportation/HUD Division of the Consolidated Appropriations Act of 2010, Public
Law 111-117 changed OIG’s reporting requirement on Amtrak’s savings from quarterly to semi-
annually.
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Management’s New Approach to Measuring Reform Initiatives Through Key Perform-
ance Indicators Appears Reasonable

Since fiscal year 2006, we have reported on Amtrak’s savings achieved as a result
of operational SRIs at the corporate level, by business line, and at the route level.3
The SRIs were intended to improve Amtrak’s operating efficiencies and lower its de-
pendence on Federal operating subsidies. For example, one SRI aimed to reduce
losses through enhanced service flexibility and the outsourcing of certain services,
such as food and beverage. The SRI approach was established to provide a com-
prehensive analysis of potential and realized operating savings for the longer term
provision of a more efficient and financially feasible intercity passenger rail service.
However, as we stated in our fiscal year 2009 fourth quarter report, Amtrak did not
{)nc(llude any new savings from operational reform initiatives in its fiscal year 2009

udget.

Amtrak’s 2009 Strategic Guidance provided further details on possible savings
from future operational reforms through KPIs—criteria that will measure both the
efficiency and effectiveness of Amtrak’s operational and financial performance. For
example, Amtrak established cost recovery ratio KPIs to measure the proportion of
Amtrak expenses covered by revenues and ridership growth. Recently, officials told
us that because the KPIs are derived from the annual budget and Amtrak operates
to its budget targets, the KPIs provide a more streamlined way of evaluating per-
formance to budget.# Amtrak officials also noted that because KPIs are linked to
monthly financial statements, KPIs are tracked and updated much more frequently,
allowing management to react quicker to changes in operating and financial condi-
tions. The updates should also allow management to drill down into KPI detail in
real-time to determine what is driving any changes, and consequently react quicker,
rather than waiting until the next month for the next round of financial statements.
The Strategic Guidance states that KPIs will be used to evaluate management and
to ensure that leadership’s attention and effort are properly focused.

While Amtrak’s new approach appears to be a more efficient way to monitor and
improve operating and financial performance, Amtrak has continued to pursue im-
provement initiatives tied to the original SRIs. Further, Amtrak officials stated that
management will not measure the net impact of individual initiatives because it is
too difficult to determine the incremental impact of any given initiative or project
on one metric. For example, if Amtrak’s marketing department invests additional
funds to promote Acela and revenues increase for that route, there is no clear way
to determine if or what portion of the increase is due to higher gasoline prices, dete-
riorating airline service, or the marketing campaign. Instead, executives will discuss
the results of improvement initiatives, and when intended outcomes are not
achieved, they will require the relevant departments to take action to address the
targeted KPIs. If the departments achieve the KPIs, then the improvement initia-
tives will be deemed successful.

Because the KPIs have only been in place for 6 months, the ultimate success of
this new approach has yet to be determined. As we stated in our fiscal year 2009
fourth quarter report, in addition to reporting on a semi-annual basis Amtrak’s fi-
nancial performance, we will track and evaluate Amtrak’s efficiency KPIs. Our Am-
trak semi-annual report, which will be issued next month, will provide more detail
on our evaluation of Amtrak’s operating performance through March 2010.

Progress Has Been Made in Long-Term Capital Planning, but the Measure of Success
Will Be Determined Through Implementation

Since 1999, we have also reported® on Amtrak’s progress in determining its long-
term capital needs. Previous reviews by our office, GAO, and Amtrak’s OIG have
looked at various aspects of Amtrak’s capital budget and requirements and outlined
concerns, including a number of which focused on Amtrak’s lack of a comprehensive
long-term planning strategy with clearly defined goals, as well as a process for mon-
itoring performance.

In our current review, we have found a number of operational changes that have
been implemented to improve Amtrak’s long-term capital planning process, which
are primarily due to legislative requirements dictated by PRIIA and leadership from
its Board of Directors and senior management. Specifically, Amtrak has developed
long-term plans for its fleet and infrastructure, a transparent process for prioritizing
its capital needs, and guidance on conducting post-reviews of its capital projects.

3Transportation, Treasury, Housing and Urban Development, the Judiciary, District of Co-
lumbia, and Independent Agencies Appropriations Act (TTHUD), 2006; Public Law 109-1 15.

4March 31, 2010, semi-annual review.

50IG Report CE-1999-116, Report on the Assessment of Amtrak’s Financial Needs Through
fiscal year 2002. Issued July 21, 1999.
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However, the success of these efforts depends on Amtrak’s ability to effectively im-
plement and sustain many of its new policies and procedures. We look forward to
issuing our full report within the next couple of months. Our office is also in various
stages for other PRITA mandated reviews, which are planned for issue over the next
12 months.

CONCLUSION

High-speed intercity passenger rail is expected to greatly enhance the Nation’s
transportation system. Yet meeting the goals of PRIIA, RSIA, and ARRA will be a
significant challenge, especially given the transformation required of FRA. While
ARRA was enacted to jump start the U.S. economy, FRA’s decision to move forward
deliberately is prudent and should help it make the most of its ARRA funds. Fur-
ther, it has given OIG a unique opportunity to ensure proper oversight controls are
built into the program. We have begun to position ourselves to oversee FRA develop-
ments while continuing our ongoing and newly mandated work on Amtrak. How-
ever, we are hopeful that Amtrak’s OIG, under new leadership, will pick up appro-
priate work, allowing us to dedicate additional resources to oversee FRA’s imple-
mentation of the HSIPR program.

Senator MURRAY. Thank you very much.

Mr. Boardman, under Amtrak’s new leadership, we’ve seen some
important improvements in how the railroad has been managed,
and instead of limiting its focus to getting through each day, the
management team now has a strategic vision and has started to
look at long-term planning.

Amtrak’s overall capital plan and the accompanying fleet plan re-
flect that new priority on strategic decisionmaking, but Amtrak is
still making separate requests for its capital plan and for its fleet
plan. If you do not get all of the funding you’ve requested for fiscal
year 2011, how are you going to decide on funding between these
two separate plans?

CAPITAL PLAN AND FLEET PLAN FUNDING

Mr. BOARDMAN. I think you’re referring to—basically—we’re al-
most a billion dollars over where the request came in from the ad-
ministration. And it’s accounted for, all in capital. We're talking
about fleet, and we’re talking about all the projects that are cap-
ital-related on the Northeast corridor and on ADA and on all the
other projects that are needed. So, as Amtrak has done in the past,
and as Amtrak needs to look, today, to the future, we look at every
opportunity for us to gain those dollars, one of them being the ap-
propriation process, another being—and I think the Administrator
talked about it a little bit—we are in discussion with the adminis-
tration about—either a Federal loan or even going out into the
commercial market to borrow money.

But, in the end, it all comes back to Congress, because all capital
is subsidized by Congress, in one fashion, form, or another, just
like all capital for the highway or the aviation side is subsidized
through Congress. They have a different methodology. They have
a program that provides user funds for highways, but those user
funds also are distributed to transit, which are not necessarily—
and I think we talked about it a little bit earlier—they’re not paid
for by the transit rider, they’re paid for under the same structure
that the highway receives those funds and the same way that avia-
tion receives those funds; it all comes back to the Congress in mak-
ing a decision.
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The need for Amtrak is to put on the table to Congress what our
capital needs are, and we have not been bashful about doing that,
because we need to rebuild the railroad.

Senator MURRAY. Okay. Well, in addition to replacing your aging
locomotives and railcars, as I talked about earlier, this could revi-
talize a domestic industry for manufacturing rail equipment and
really help us focus on manufacturing jobs here in the country.
But, realizing that goal, as I mentioned earlier, is going to require
companies to have the confidence that Amtrak has a reliable, long-
term source of funding for its fleet plan. What will it take, do you
believe, for U.S. manufacturers to believe that passenger rail
equipment is a viable line of business?

Mr. BOARDMAN. Like that commercial on television says, “Buy
my product.” Fund my plan.

Senator MURRAY. So, you need to know that there’s a—that they
will need to know that there is

Mr. BOARDMAN. Yes. And

Senator MURRAY [continuing]. A consistent——

Mr. BOARDMAN [continuing]. There’s a new

Senator MURRAY [continuing]. Source of funding.

Mr. BOARDMAN. Chairwoman, there is a new understanding
across the world today, I think, that we are in a very different com-
petitive environment for—not only the economy, but for energy for
the future. And every country today is looking at how they are
going to solve this problem. And rail becomes a key part of that.
We've already seen that, as a key part of it, in terms of what the
investments are with transit. But, transit needs to be connected to
the rest of the country and there are two key elements that Am-
trak brings to the table. One is its workforce, its key competitive
advantage in the people that operate this railroad and know what
needs to be done. And the other is the connectivity across this
country, up and down from border to border and from coast to
coast. This railroad will be a key reason why this Nation can live
in a more prosperous position in the future.

Senator MURRAY. So, what you're saying is, if we have that goal,
as a country, and it’s very clear and consistent, it will send a mes-
sage to domestic manufacturers that we’re in it.

hMr. BOARDMAN. Yes. And I think that message is already getting
there.

Senator MURRAY. Okay.

In the past, Amtrak has purchased rail equipment from Bom-
bardier, a company based in Canada. Is Amtrak currently pur-
chasing rail equipment or overhaul service from Bombardier, and
will it do so in the near term?

UPGRADING THE AMTRAK FLEET

Mr. BOARDMAN. Yes. We continue to enhance our relationship
with Bombardier, with GE, and with other manufacturers across
the United States.

Senator MURRAY. Okay. I understand that Amtrak is still trying
to decide on the best strategy for replacing the Acela fleet, which
was originally provided by Bombardier. One option is to purchase
additional cars for the Acela fleet in order to expand capacity along
the Northeast corridor, even though these new cars would be re-
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placed after just a couple of years, along with that original Acela
fleet. How likely is it that Amtrak would purchase additional Acela
cars from Bombardier, before updating all of the equipment for the
Northeast corridor?

Mr. BoArRDMAN. Well, what we really looked at was that the
Acela fleet on the Northeast corridor actually covers 121 percent of
its costs. So, you’re actually making money on Acela, as compared
to

Senator MURRAY. Right.

Mr. BOARDMAN [continuing]. Other modes and services on the
corridor. So, we looked at that. We can improve the amount of rev-
enue and enhance ridership if we could extend the number of
trains that we operated that were Acela-like train sets. So, the op-
portunity is for us to increase our revenues, if we can find about
five train sets that we could add to the corridor for high-speed serv-
ice.

Certainly, the Bombardier products that exist are already a prov-
en design, and we don’t have to spend the time to go through to
test an entirely new technology to provide that service. So, there’s
a great—I'm trying to find the right word—there’s a great oppor-
tunity for us to be able to do that with Bombardier. But, we
haven’t made that decision. We haven’t decided that that’'s——

Senator MURRAY. Not decided.

Mr. BOARDMAN [continuing]. What we’re going to do.

Senator MURRAY. Okay.

In my opening statement, I talked about the fact that I'm glad
the administration is not submitting budget requests that would
guarantee the bankruptcy of Amtrak anymore. But, their request
for capital grants is still lower than the railroad’s own request, by
about $500 million. What impact would the administration’s budget
have on your capital investment?

Mr. BOARDMAN. It’ll just make more shovel-ready projects avail-
able for us to do for the future, if funding becomes available. And
I—what I mean is that we have, as every State DOT, and at—
every competent operation has a list of projects that need to be
done, especially when you have a $5 to $7 billion backlog, just on
the Northeast corridor.

But, there are a lot of other projects that could be done. I know
Senator Dorgan may be here, talking to me about one in particular,
in Devils Lake. So, we have opportunities, should the money be-
come available, to get a

Senator MURRAY. On the capital——

Mr. BOARDMAN [continuing]. Job done.

Senator MURRAY. What about on the operating side? I think their
request is $40 million less than yours. Will that have an impact?

Mr. BOoARDMAN. It will not cause, if the question really is, us to
cut back services.

Senator MURRAY. That’s what I'm asking.

Mr. BoARDMAN. We're looking for a way that we can make sure
that those services are continued to be provided.

But, some decisions—for example, I still get messages, from
those who ride from Albany to New York City, asking, “When are
we going to return the cafe car?” which we don’t have on there any
longer. We eliminated that in order to reduce costs.
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Senator MURRAY. Right.

Mr. BOARDMAN. But, it—so, it impacts us, that it’s not as conven-
ient for people to ride the service now as it was before.

Senator MURRAY. Okay. Thank you very much.

Senator Bond.

Senator BOND. Thank you, Madam Chair.

Mr. Boardman, we just heard Mr. Alves testify that second and
third shifts are reducing productivity and compromising the work
that’s done. We thought that—I understood that the $1.3 billion in
ARRA funds were for shovel-ready projects. Were they not shovel-
ready? Was Amtrak not shovel-ready? Why have you had to take
these extraordinary steps, which apparently are more costly and
less productive?

ARRA PROJECTS

Mr. BOARDMAN. I think all the projects were shovel-ready. And
I think that the IG did an excellent job looking at the risks for us
along the way. But, of the nine projects that he really looked at—
one of them was the Niantic Bridge, there were two positive train
control projects, and there was a frequency converter replacement
project and the Los Angeles maintenance facility—there were the
top five that they were worried about for risk.

When you looked at the number of points—and they looked at ac-
quisition, environment, schedule, objectives, technology, size, com-
plexity, financial, human capital, management, and fraud—what
you wound up with was 10 points for each of the first 3 that they
were worried about, 9 for 4, and 8 for 5. And when you look at the
10, what you find is the risk is really environmental and size and
complexity. The things that Ted and his staff found is it’s costing
us more, as it does in every capital area, when you try to get it
done as quickly as we were really trying to get it done and you had
to put on the second or third shift.

Senator BOND. So, that was a mistake, trying to put the time
deadline on it. That had

Mr. BOARDMAN. Well, if:

Senator BOND. That was a mistake, in terms of cost, produc-
tivity. So, that is a signal not to put timelines on it. I would hope
that the requests you have would have reasonable timelines that
are achievable. And I didn’t have any

Mr. BOARDMAN. Absolutely. We agree with you.

Senator BOND. I didn’t have anything to do with that bill, so I
can’t speak to that.

You’ve mentioned you’re taking a look at different types of fund-
ing for Amtrak. And you mentioned, as it—high on the priority list,
borrowing in the private market. Correct me if I'm wrong; if you
borrow, that means this budget—this subcommittee’s budget will
have to pay the interest costs and the debt service every year. So,
that will really be a charge on this budget.

Are there any dedicated sources of funding that you're looking at,
outside of putting Acela-type trains on, that generate a profit, mak-
ing things profitable that will give you the money you need?

Mr. BOARDMAN. No.

Senator BOND. Thank you——
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Mr. BOARDMAN. All capital comes from this—from the Federal
Government.

Senator BOND. Okay. Well, I would urge you to find out ways to
emphasize that—what is profitable, and de-emphasize that which
is not profitable, because we are up against the wall, as you prob-
ably heard me say, earlier.

Mr. BOARDMAN. None of it is profitable, Senator.

Senator BoND. Okay. Well—but, it has to be less costly. Right
now

Mr. BOARDMAN. And that is happening. But, it’'s not——

Senator BOND. Yes. Well, it’s not

Mr. BOARDMAN. Even if it

Senator BOND. But

Mr. BOARDMAN. Even if it’s less costly, though, sir, it doesn’t
mean we can pay the capital with it. It means we can pay the oper-
ating. We——

Senator BOND. Well, it’'s—we——

Mr. BOARDMAN. We

Senator BOND. They come out of the same pot of funds. If you're
looking here—doesn’t matter whether you call them capital or oper-
ating, your capital is going to compete with your operating, which
is going to compete with housing.

Let me turn to Mr. Alves. This is sort of a two-part question.

I know you're new to the office at—of inspector general. We wel-
come you. The—in 2009, Amtrak outlined a strategic guidance doc-
ument, and I'd like to know how it is being implemented. And to
what extent are Amtrak managers or others being held responsible
for achieving the key performance indicators that have been devel-
oped? And are they affecting pay and promotion?

Mr. ALVES. I’'m not sure I can fully answer that question, but I'll
do my best.

The strategic guidance identifies the key things that Amtrak is
trying to achieve. And Amtrak has been taking steps, under a new
performance measurement system, to develop performance meas-
ures and goals for its key executives, and to—and then to flow
those through the system to subordinates to be able to

Senator BOND. Are there—is there tie-in between pay, or—is
there any performance bonus for those who meet it or penalties for
those who don’t?

Mr. ALVES. I'm not sure about a bonus, but I do know that the
rating and the pay is going to be tied to those measures.

Senator BOND. All right.

Ms. Barr, welcome. You have spoken about the problems that ap-
parently came from putting too much money, too many require-
ments on FRA. In other words, you were—I think I understood you
to say that a bunch of money was dumped on them with a bunch
of requirements that were impossible to meet. And that’s why there
have been failures to achieve what is expected from FRA. Is that
a fair assessment?

ROLE OF FRA

Ms. BARR. Yes, I think the assessment, and the point that I real-
ly want to make is, looking at FRA and what its traditional role
really was, was a small regulatory agency that’s been asked to
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transform into a large grant-making organization. So, not only do
they have to issue their own grants, develop their own internal
policies for good, solid project management and oversight, but they
have to oversee a larger grant operation on behalf of Amtrak.

Overlay that with all of the new safety requirements that came
out of the Safety Act as it relates to positive train control, as it re-
lates to the Americans with Disabilities Act, and a whole host of
other things, that is a big challenge. That’s a hugely expanded role.
And T think if I had to characterize what it’s like, it’s like needing
to design and implement at the same time. That’s very difficult.

Senator BOND. Are they able to handle the resources and the de-
mands that they are expecting now? Are they still have a—are they
able to handle it?

Ms. BARR. I think they’re on their way.

Senator BOND. Okay.

Ms. BARR. They’ve requested the FTEs, but they’re nowhere close
to where they need to be.

Senator BOND. Okay.

And finally, who’s going to—with the DOT IG, Amtrak OIG, how
are you going to relate the roles of the two 1Gs?

Ms. BARR. Okay. I can start first. Ted and I had discussions
about this, as well. We're thrilled that he is in place and can pick
up, traditionally, what—where we’ve been focused, on some of the
Amtrak issues. The way—I guess I would divide the responsibil-
ities. I think it laid out pretty well the challenges that FRA has
before it. And I think you, Senator, indicated this National Rail
Plan is something that needs to be looked at very, very closely.

Senator BOND. That will be your

Ms. BARR. That would be something we would look at. We would
look at all of the other mandates, the requirements, how well
they’re overseeing project oversight. And we would hope that the
Amtrak IG can continue doing what he’s doing, looking at some of
those internal policies and practices and management challenges,
going forward, with their new requirements.

Senator BoND. Okay. You've got the FRA ball. Mr. Alves, you've
got the Amtrak ball.

Mr. ALVES. I would like to say a couple words about this, if I
could. I agree with what Ann is saying. And the Amtrak inspector
general, I think, has some very capable people, and has done some
very good work. But, I think that our focus needs to be on the
major challenges that Amtrak faces and its strategic goals that are
outlined in that strategic guidance. And we have put together a
new strategic plan that builds on that strategic guidance and, basi-
cally, directs us. Our goal is going to be to spend much more of our
resources addressing the big, major issues. And so, I think that will
fit with what you’re looking for.

Thank you

Senator BOND. We look forward to your sharing with us. My
apologies, Madam Chair, to you and my colleagues.

Senator MURRAY. Senator Lautenberg.

Senator LAUTENBERG. One of the things that has been talked
about with a degree of frequency, and that is, searching for new
corridors, where we can bring rail—good quality rail service to
these places.
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Where would we—how would we fund the equipment, the tracks,
the infrastructure, we—when we can’t handle the equipment needs
for Amtrak, as it exists? We're talking about other corridors. How
is that going to be paid for?

Mr. BOARDMAN. No, no. Directed to me, Senator?

Senator LAUTENBERG. Yes.

Mr. BOARDMAN. It’s good to see you.

Senator LAUTENBERG. Please.

FUNDING CORRIDORS

Mr. BOARDMAN. First of all, I think there are a lot of those cor-
ridors that we can extend the use of our existing equipment. For
example, Springfield, Mass., to New Haven, for example—that’s
one of the things being funded. And, certainly, there has been a lot
of activity about how that’ll get financed for the future. When we
extended the corridor to Lynchburg, Virginia, we were able to use
equipment that was available that extended from the Northeast
corridor to provide that service.

But, there are areas, as you say—for example, one of the cor-
ridors that I think has great promise is the Milwaukee-to-Madison
corridor, for example, for the future. That will require the rebuild-
ing of the tracks, and it will require additional equipment. And you
have a State that’s made a strong commitment, in regard to that,
being Wisconsin, and—both in terms of equipment that they would
buy and pay for—in some cases, on their own—and also applying
for and rebuilding the line between Milwaukee and Madison, or at
least part of that line that they own.

And I think that’s where the key for PRIIA came, was that the
States would take a leadership role in those corridors, for the fu-
ture, not only with adding tracks and facilities, but also with the
equipment. We're there to help them, but theyre going to have to
take a role in that process and also use the Federal money that’s
become available.

Senator LAUTENBERG. The question that arises here—you know,
I look at this, and one thing that we all know, here, whether we
like to look back and talk about all of the years of neglect in invest-
ment that we made—I mean, if you compare what Amtrak—what’s
happened with Amtrak on an annual basis, I think it runs some-
thing over a billion dollars a year, over the—since the 1970s, when
it became Amtrak, as we know it.

And when you look in other places and commitments that are
made—$10 billion a year in Germany for—get—to get high-speed
rail to—going. And they did it. And it doesn’t do us a lot of good
to beat our chests here about that. But, the fact of the matter is,
tllliS has been a case of sheer neglect on our part, to step up to the
plate.

So, when you look at these amounts of money, this isn’t some-
thing that is coming in out of the blue. It’s trying to make up for
some lost time.

Mr. BoARDMAN. Well said, sir.

FLEET MAINTENANCE

Senator LAUTENBERG. And, you know, when we look at, for in-
stance—I want to ask a couple questions about the equipment. You
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were—you pretty well gave an endorsement to the continuation of
a—buying Bombardier equipment.

And how about the maintenance costs for Bombardier, how about
the durability of the equipment, because I've heard, chatting
around, that the maintenance costs right now are outrageously
high. Is that not true? That’s—is that because the equipment was
over—has been overworked? Or

Mr. BoARDMAN. Well, right now—and I don’t mean to interrupt
you, if you're——

Senator LAUTENBERG. No.

Mr. BOARDMAN. Right now, we're actually rebuilding them at the
midlife—it’s 10 years. So, the cost, right now, is somewhat higher.
We expect these trains have to last 20 years.

One of the things we did with the fleet plan was we began to rec-
ognize that there was a commercial life and there was a useful life.
There were no manufacturers, other than Bombardier, in the
United States that really built the heavy-duty, long-lasting, inter-
city rail cars in the United States. So, we really had to have a spec
on regular—I'm kind of mixing terms here—but, we’'re—we really
had to have a spec that was heavy-duty for the future that would
drive domestic manufacturing.

Part of the reason that we’re committed to Bombardier is be-
cause were committed to Bombardier. We have 20 train sets out
there that are operating, and I want to get things done and keep
things moving. And I truly believe that—right to my core that
we're sitting on the precipice of huge increases again in fuel cost,
and our need to deliver for our Nation and for the community is
going to mean that we need to move faster.

Somebody said—asked the question earlier, how long does it take
to get these cars in here? Three years? Maybe, if we push them,
2 years? We're at $80 a barrel. We’re going to be headed to 100,
at least by some estimates, and maybe beyond that. It’s when that
happens that you begin to see a total breakdown in the aviation
business model for short distance. And those are the kinds of
things that railroads can provide in the most efficient manner.

So, I don’t want to say that we have to buy Bombardier for the
high-speed rail sets. And I want a new generation of high-speed
rail that’s open and competitive. But, right now, in order for us to
really move things the way we think we need to move them, we
need the relationships with Bombardier. And we also need relation-
ships—and we are improving our relationships with General Elec-
tric, for example, that we have—over 200 of our diesel locomotives
are General Electric locomotives that—we’re improving our rela-
tionship with them so that they will become longer-lasting, and
we're looking at the potential for a new-generation tier-3

Senator LAUTENBERG. In the meanwhile, can we get any accel-
eration of the speeds—you held out some hope there, and made me
glad for a minute; in this environment, that’s pretty hard. But, the
fact is that, with new equipment, you projected a real shortening
of the trip from here to New York. The example that

Mr. BOARDMAN. We believe the time savings can be improved.

Senator LAUTENBERG. If we—the midlife repairs that you talked
about. Does that give you the kind of equipment advantage that in
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any way enhances the amount of time that we have to go on the
Northeast corridor to get to destination?

Mr. BOARDMAN. Well, some, but it doesn’t get us up to the speed
of the Acela. And it’s not going to improve your handwriting, be-
cause we need to have that infrastructure fixed, as well.

Senator LAUTENBERG. We don’t do old habits like that, huh?

Mr. BOARDMAN. Yes, sir.

Senator LAUTENBERG. Thank you. Thank you, Mr. Boardman.

Thank you, all of you.

Senator MURRAY. Senator Dorgan.

Senator DORGAN. Thank you very much.

So, Mr. Boardman, thank you for being here. And Senator Lau-
tenberg and I were just talking about the fact that both of us think
you’re doing a good job, and we were reminiscing, with Mr. Gunn,
who used to run Amtrak, who I thought was a superb leader, as
well. But, thanks for sinking your teeth into this.

This is a big challenge, because you’ve not gotten the money from
the Congress for capital to do what’s necessary.

I was in Russia recently, and was on a fast train from Moscow
to Saint Petersburg, and I'm thinking, “Wait a second. Why is it
there’s a fast train, with faster and better equipment in Russia
than here?” It makes no sense to me.

Well, I'm a big supporter of Amtrak. I think rail passenger serv-
ice is an important part of the transportation network. And I think
Congress just has to do better. And I know we have some among
us, here in Congress, who believe we shouldn’t do this at all, “The
private sector won’t do it, it shouldn’t be done.” I'm not one of
those. I think this is a very important adjunct to America’s trans-
portation system.

Now, having said all that, and complimented you sufficiently, let
me

Mr. BOARDMAN. Is Devils Lake on your mind, Senator?

Senator DORGAN. Yes it is. Yes it is.

You know, you mentioned, I think that the Empire Builder is
probably one of the most successful long-distance trains in

Mr. BOARDMAN. Yes, sir.

DEVILS LAKE

Senator DORGAN [continuing]. On the Amtrak system. The Sen-
ator from Washington knows that, because that’s where the Empire
Builder ends up. Over a half a million people get on that train,
from Chicago to Seattle. It goes through North Dakota. And we
face a problem. As you know, we have a chronic lake flooding that’s
been going on for a dozen years now in what is called “Devils
Lake.” It’s dramatic flooding. I think it’s the only circumstance,
other than that of the Great Salt Lake, where you have a closed
basin. We don’t quite understand where all this is going to go, but
the Lake has increased in height, I think, 25 feet now. And it just
continues to rise. This year, it’s expected to rise again.

We have a bridge, near Churchs Ferry, on a track owned by
BNSF Railway where Amtrak, I believe, slows down to 25 miles an
hour in order to

Mr. BOARDMAN. Yes.
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Senator DORGAN [continuing]. Go over that bridge. But, if the
water goes much higher, perhaps another foot and a half, you won’t
be able to go over that bridge. And we met, in January, about that.
I'm hoping that quick action can be taken to begin the work to re-
solve that issue.

I don’t think you want to avoid stopping at Grand Forks, Devils
Lake, Rugby, along the route of the Empire Builder. You get a lot
of traffic in that area.

So, tell me where we are, in your minds, and what can we do
to fix this, and do it on an urgent basis?

Mr. BoarRDMAN. We've been regularly meeting, in regard to
this——

Senator DORGAN. I'm aware of that.

Mr. BOARDMAN [continuing]. With the State and with BNSF and
so forth. And nobody has stood up and volunteered to pay for a new
bridge, for example, which is perhaps understandable. But, it’s
time. It’s time for all the parties to decide, what part of this do
they need to help pay for? And how do we move this forward?

So, I would propose to you—with your blessing, I hope—that we
meet with the State, in a more structured way, with our senior
folks, to find a way to not only design and engineer, but finance,
the appropriate bridge that solves this problem for the future.

Senator DORGAN. Now, the track and the bridge belong to BNSF?

Mr. BOARDMAN. They do.

Sega{i):or DORGAN. And what will the design and the engineering
cost be?

Mr. BOARDMAN. You know what, I had it and——

Senator DORGAN. All right.

Mr. BOARDMAN [continuing]. Was supposed to remember it, and
it’s gone. But, I can provide that to you for the record.

I think the construction of the bridge was around $60 million,
and usually it’s about 10 percent of that, but I think—I think it
was, like, between $4 and $6 million to design it; and then, the
more—maybe more difficult part for the future was, we had to re-
place some rails for the future, and maintain it, which brought the
whole thing up to, maybe, in the $100,000-plus-or-minus category.

Senator DORGAN. You mean $100 million.

Mr. BOARDMAN. Yes, $100 million. If it was 100,000, we’'d take
care of it.

Senator DORGAN. Yes, we'd

Mr. BOARDMAN. Sorry. I was trying to convert, you know——

Senator DORGAN. Senator Murray

Mr. BOARDMAN [continuing]. Kilometers per hour to——

Senator DORGAN [continuing]. Would fund that out of personal
funds, $100,000.

Mr. BOARDMAN. You got me.

Senator DORGAN. We seldom ever hear numbers like that.

Well, let me make a suggestion. I wonder if perhaps we shouldn’t
do a conference call next. My staff has been involved with all of
these calls. I mean, we've had some weekly calls; but, frankly,
nothing is happening.

Mr. BOARDMAN. Yes, sir.

Senator DORGAN. I mean, nothing constructive is happening, and
I wonder if we shouldn’t do a conference call with the CEO of
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BNSF, Mr. Rose, yourself, the Governor, the congressional delega-
tion; and, in that call, decide who’s going to do what, when, and
how we’re going to get this fixed. Because, I worry very much that
we could come up to a time here, in just a matter of weeks, when
something—structural issues or others—could persuade you that
you can’t any longer run that Amtrak train through Grand Forks,
North Dakota—Devils Lake, North Dakota—Rugby

Mr. BOARDMAN. You were persuasive to me, in the meeting we
had in January, that I would continue to operate

Senator DORGAN. Well, I tried to be persuasive.

Mr. BOARDMAN. Yes.

Senator DORGAN. But, let me suggest that we put together a con-
ference call of principals, first. Make some judgments there about
who’s going to do what and when.

Mr. BOARDMAN. Yes, sir.

Senator DORGAN. But, again, you want this railroad to run well.
You believe in passenger service, as I do. And I think that the
chairman of this subcommittee, I know, has very strong feelings
about it. You just heard Senator Lautenberg—nobody’s been
stronger in the Senate than Senator Lautenberg. You understand
you’ve got a very strong supporter in the Vice President’s office.

Mr. BOARDMAN. Yes.

Senator DORGAN. We watched him, as a Senator, spend a lot of
time on Amtrak, as well.

So, I really want you to succeed. We need to find a way to get
enough capital into this rail passenger system so that you can
make decisions in the intermediate and longer-term. It’s the only
way we're going to get to where we want to be, and need to be, to
have a healthy rail passenger system that works well.

So let me, Madam Chairman, thank you for the time.

And Tl look forward to talking to you either late today, Mr.
Boardman, or tomorrow.

Mr. BOARDMAN. Yes, sir, Senator.

Senator DORGAN. And we’ll set up that call.

Thank you very much.

Mr. BOARDMAN. Thank you.

Senator MURRAY. Thank you very much.

I have one final area, and that is in fiscal year 2010, Amtrak
committed to spending $144 million on station improvements to
bring the rail system into compliance with the ADA. The original
budget request for 2011 included $281 million for the second year
of its 5-year plan for ADA compliance, but, today Amtrak is low-
ering that estimate, I understand, by $50 million, because of dif-
ficulty getting the money out the door this year. And I understand
that part of that is due to the fact that you don’t own all the facili-
ties.

But, I wanted to ask you today, Mr. Boardman, if you still be-
lieve that Amtrak will be able to bring all of its stations into com-
pliance with the ADA within the next 5 years.

Mr. BOARDMAN. I don’t know that we can, Chairwoman. I'm not
happy with my organization that reduced the amount from the
$281 million down to the $231 million. And I don’t yet have the an-
swers from them as to what we’re going to do to make that 5 year
deadline. If we have to drop it—$50 million right this minute—for
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me to testify to you that we can deliver it in 5 years, I don’t think
would be the appropriate thing for me to do.

Senator MURRAY. Well, I just want you to know, this is a high
priority for me.

Mr. BOARDMAN. Yes.

Senator MURRAY. It’s about people’s civil rights. And it’s not
going to get any easier in the next 5 years, so 'm going to continue
to press you on this.

Mr. BOARDMAN. Yes, ma’am.

Senator MURRAY. With that, I don’t believe we have any other
members that have questions. So, I want to thank all of our wit-
nesses for their testimony.

SUBCOMMITTEE RECESS

And I will recess this hearing until May 6, at 9:30. At that time,
we will be taking testimony from HUD Secretary Donovan and
DOT Secretary LaHood on the administration’s fiscal year 2011
budget request related to community livability and sustainability.

Thank you very much.

[Whereupon, at 11:24 a.m., Thursday, April 29, the subcommittee
was recessed, to reconvene at 9:30 a.m. Thursday, May 6.]
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Eenator MUuURRAY. Good morning. This subcommittee will come to
order.

I want to welcome both of our witnesses today and thank you for
coming here and being a part of this today.

Last year, the administration launched the Interagency Partner-
ship for Sustainable Communities. This partnership, among the
Departments of Transportation, Housing and Urban Development,
and the Environmental Protection Agency, represents an effort to
use Federal resources more effectively to help our communities cre-
ate livable and sustainable communities.

This morning, we are pleased that DOT Secretary LaHood and
HUD Secretary Donovan are here today to talk about their Depart-
ments’ funding requests to support that partnership. This hearing
provides us a very important opportunity for us to hear how these
Departments are working together and how their budget proposals
will help communities across the country.

All across the country, Americans are making decisions about
where to live, where to work, where to raise their families. They
are evaluating where they can get a job, where they can afford to
live, how much time and money their commute will cost, and what
schools and services a community can offer.

As the most significant expenses for most families, transpor-
tation and housing are central to those decisions. But the costs
aren’t limited just to dollars and cents. The tradeoffs impact qual-
ity of life and future opportunities.

(179)
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In communities across our country, in small towns and large
urban centers, local leaders understand the issues facing their com-
munities, and they are seeking ways to address the challenges of
congestion and affordable housing, pollution, and lack of jobs. Im-
portantly, they recognize that the health of their communities de-
pends on taking a comprehensive approach to those challenges.

The economic crisis has made the obstacles to affordable housing
and economic competitiveness that much greater. We have seen
millions of families become overwhelmed by unaffordable housing
costs, entire communities devastated by the foreclosure crisis, and
local economies struggle with the loss of entire industries.

But as we know, efforts to create sustainable communities can be
part of the solution. Many of our communities are still growing and
need to decide for themselves what they want to look like as they
develop. This isn’t always about whether or not we should build a
road, but where and how to build those roads so they get people
where they need to go and how to create transportation alter-
natives so people don’t have to get in their car if a bus or a bike
or a subway could work better.

Other communities aren’t growing. Instead, they are trying to
figure out the right way to reduce their size and create viable
neighborhoods and a smaller footprint, ones that are connected to
jobs in retail and essential services. Taking a comprehensive ap-
proach to housing and transportation is not about dreaming and
idealism. It is about real decisions that our communities make each
day.

There is a perfect example of this in my home State of Wash-
ington. For years, leaders of the city of Bellevue have worked with
residents and local businesses on a coordinated approach to devel-
oping the Bellevue-Redmond Corridor, which serves as a major
thoroughfare connecting Bellevue and the city of Redmond.

This Bell-Red Corridor plan is a perfect example of the type of
comprehensive approach to sustainable, environmentally conscious
development we are trying to encourage with the Sustainable Com-
munities Initiative. It is a plan that melds housing, transportation,
and investments to support economic growth and job creation.

By better aligning Federal programs, this partnership among
HUD, DOT, and EPA can support the work that is already hap-
pening in Bellevue and other communities across the country, un-
fortunately, because many of our Federal programs are based on
outdated rules and regulations and thinking, they do not reward
innovation and collaboration.

Distinct programs and funding sources managed by different
agencies and governed by different and often conflicting rules can
make it difficult to coordinate funding streams. And sadly, the Fed-
eral Government provides little incentive for communities to think
comprehensively about housing and transportation. That is why I
worked last year to include the TIGER program in the Recovery
Act and in the fiscal year 2010 appropriations act.

That program offers communities the opportunity to fund the
best solution to their transportation needs without the Federal
Government prescribing whether that solution should be a road or
a transit service or railroad. But I believe that traditional pro-
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grams should also help communities coordinate their housing and
transportation plans.

On the Federal level, we need to do more to reward and promote
innovation. These incentives should not change the fundamental
principle that choices about housing and transportation and eco-
nomic development are best made at the local level. At the same
time, Federal policies do impact the choices that communities
make, and we should be designing policies that promote economic
competitiveness, affordable housing, and energy efficient and
healthy communities.

HUD, DOT, and EPA have developed livability principles to
serve as a foundation for their partnership. But the hard work will
come in applying those principles. The President’s budget includes
several new proposals for sustainable communities, including $527
million for programs at the Department of Transportation and $150
million for programs at the Department of Housing and Urban De-
velopment. This is a significant investment, and the budget mate-
rials provide few details on how these resources would be used.

I want to understand the long-term benefits of those investments
to our communities and our transportation system and our econ-
omy. This subcommittee must decide how to allocate resources to
meet the various transportation and housing needs across the
country, and because our resources are so limited, we need to close-
ly examine all budget proposals. So I will have questions today on
the specific criteria for each of these programs and the standards
that we will be using to evaluate their success.

I will also have questions on the appropriate role for each of the
Departments. The administration has laid out a framework by
which HUD will be the lead on planning, DOT will provide capacity
building, and EPA will deliver technical assistance. While I under-
stand the importance of defining clear roles for each of the agen-
cies, I am concerned that these roles may unintentionally reinforce
existing silos.

Within HUD, the fiscal year 2011 budget requests an additional
$150 million for the Sustainable Communities Initiative, which
Congress first funded in fiscal year 2010. This funding is intended
to help communities on a regional and local level gain the tools and
capacity to develop and implement comprehensive plans that inte-
grate transportation and housing.

In order to develop its NOFA for the fiscal year 2010 funding,
HUD has spent a great deal of time working with DOT and EPA
to get feedback from communities and other stakeholders on how
to most effectively design these programs. I support these efforts
to make sure these policies are designed to meet the needs of com-
munities. But at the same time, there needs to be clarity of pur-
pose for this initiative and for these Federal resources.

So I will have questions on how to balance the need to provide
communities with the flexibility to address their specific needs with
the need to have some structure at the Federal level to make sure
they are sound Federal investments.

The budget proposal from the Department of Transportation in-
cludes $200 million for grants to provide transportation planners
with the analytical tools to develop more reliable forecasts. The ad-
ministration has proposed paying for these grants with funds taken
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from the regular highway program, and I have very serious con-
cerns about that.

DOT’s proposal also includes $307 million in existing transit
funds that have been combined into a new livable communities ac-
count, but without any apparent change in the purpose. I look for-
ward to hearing more rationale for this proposal, and I will also
have questions about how these proposals for DOT fit into our larg-
er debate over reauthorization.

Americans have long realized that quality transportation and
housing are critical elements for vibrant communities that can fos-
ter private sector investment and create good jobs. I believe this
interagency partnership has the potential to address many of the
challenges that communities are facing and help them achieve
those goals.

There is no one-size-fits-all approach to the many transportation
and housing challenges our communities face. The Federal Govern-
ment cannot prescribe the solutions, but it should be able to assist
communities in developing them and prove the appropriate incen-
tives to do so.

Changing practices and thinking in our Federal Departments
and local communities will not be easy. People are always com-
fortable with what they know, and change is difficult. So I com-
mend each of you for the leadership you have demonstrated in
breaking down silos and pushing for leaders on the Federal and
community level to think in a new way about the best way to make
Federal investments.

With that, I will turn it over to my ranking member, Senator Kit
Bond for his opening statement.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Thank you, Madam Chair.

And welcome, Secretary LaHood and Secretary Donovan. We ap-
preciate both of them coming today, good friends who are working
with us on things that are very, very important in our States and
throughout the country.

And today’s hearing is about coordinating Federal housing and
transportation investment in our communities. If done properly,
this cooperation between Government agencies could be a way to
stretch responsibly taxpayer dollars and truly get the best bang for
the buck.

However, as I indicated to you gentlemen prior to the hearing,
I have a philosophical question about that because this seems to
indicate that the Federal Government is the one that is going to
decide what makes a community livable. And I am concerned that
we are looking to the Federal Government to be involved in the de-
cisionmaking.

Now we already know that the Federal Government helps fund
the planning agency. We have got planning agencies at home, the
MPOs, the RPCs. Their job is to work local officials and get local
input and decide which way their communities should grow, what
they need, and I want to support that effort.

The chair mentioned Bellevue, Washington, and I could go
around the State of Missouri to tell you about Columbia, Missouri,
which wants bike paths. Everybody else wants roads. They want
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bike paths. We fought to get them bike paths. St. Charles needs
a river dredged. We want to try to help St. Charles get the river
dredged.

I am not as confident that entrusting Federal decisionmakers in
Washington to lead the process and tell communities how they
should go is the right way to grow. I have fought for years to say
that we have the plans at the local level, and we want to work with
you to make sure that your agencies carry out their core respon-
sibilities to provide our communities the roads, highways, and
bridges they need and the affordable, low-cost housing and public
housing that are needed.

And I want to make sure that these decisions are supported by
the Federal Government. I do not see it as the responsibility of any
Federal agency to tell our towns and cities what would make their
communities more livable or sustainable or even to try to define
the term of what they want their communities to be.

They want it livable. They want it sustainable. I am concerned
about it, and I have, for example, I have mentioned previously
when you asked people in Missouri, the part of Missouri I live in
what makes—how DOT can help us make a livable community.
Their answer is going to be to make the highways safer because,
well, in rural areas people have to travel.

They work on farms. They live in dispersed cities. They have to
travel. Their children have to go to school. Their elderly have to get
healthcare. Our roads and bridges in Missouri are out of date. We
kill over 1,000 people a year, almost 3 people a day, and at least
one-third of those deaths are attributable to unsafe highway condi-
tions.

And on the other side, there are housing shortages. There are
rental housing shortages in some areas. There are things that we
need to work on, and we appreciate the working cooperation with
HUD to make sure we take care of those needs.

But I want to see these decisions made at the local level, but I
want to thank HUD especially for the efforts that you have made.
We have got some, what is it, 900 pages of comments on what they
want at the local level.

Well, I—just to be frank, I don’t have any question—I know plan-
ners, and I have worked with planners. And if you go out and tell
a bunch of planners that we would like to get your plans to see how
you could spend the money to plan to take care of our priorities,
they would be more than happy to submit plans for how they are
going to use more money to plan. And if it is only 900 pages, they
are just not trying.

But I want to see those planning efforts focused on planning at
the local level for what they need to do.

And again, I share the same concerns that the chair mentioned
that we have a very tight budget, and I have complained about this
before. We have got so many demands at the same time we have
a record budget this year of $1.6 trillion, 10.6 percent of our GDP.
We are borrowing that from our children and grandchildren, and
we have to keep our spending under control.

And I am concerned about committing scarce dollars, an $827
million program that we can’t even name, when we have really
pressing needs in transportation and housing that we have already
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identified. And I would like to see the money in highways spent on
highways. We need a lot more of it there, and we have tremendous
needs in the housing area.

And T am still looking, Mr. Secretary, for the rationale on which
HUD awarded the $2 billion in competitive neighborhood stabiliza-
tion program grants. I would like to see some more transparency
in that process. And I would like to see the criteria on which the
TIGER grant applications were awarded and what were their rat-
ings.

Basically, we want to see more transparency at the Federal level.
But I am very interested in making sure that the dollars that we
have available go to the core responsibilities that you have and
that we don’t take money away from programs which I believe are
already pressed, and that is the housing program, the transpor-
tation program. We have got more needs than we can reasonably
afford with what is likely to be people tell me a tight budget alloca-
tion.

And I would close by just saying that we hope that you will go
back to the process that we have specified in law before and will
again that Congress be notified 3 days prior to announcement with
backup materials and information on how awards were made,
where they are discretionary awards made by HUD, where those
monies are going, and we would like to know—and how they were
selected. We would like to know the same thing from the Depart-
ment of Transportation.

But I thank you very much for the work that you have done on
it. I am still confused about what we are trying to do. If you all
can’t agree whether it is livability or sustainability and the fact
that you will know it when you see it, if that is going to be the
criterion, I think that is a criterion that the local leadership can
choose and can apply better than we in Washington can.

Thank you, Madam Chair.

Senator MURRAY. Thank you very much, Senator Bond.

With that, again we welcome both of our witnesses today, and
Secretary LaHood, we are going to begin with your testimony.

STATEMENT OF HON. RAY LAHOOD

Secretary LAHOOD. Madam Chair and Ranking Member Bond,
thank you for your leadership on so many of these issues that we
deal with on a daily basis. We are grateful to you for all that you
do to enable us to carry out the mandates of Congress, and we also
thank you for the opportunity to discuss the Department of Trans-
portation’s efforts to promote livable communities through our cur-
rent programs and to highlight our related budget request for fiscal
year 2011.

Over the last 16 months, I have traveled to 80 cities in 38 States,
and everywhere I go, Americans are asking for more public trans-
portation, more walkable neighborhoods, less congestion, and less
sprawl. Livable communities are in great demand because they
make financial and economic sense.

Transportation and housing are the two largest household ex-
penses for the average American family. In order to reduce those
costs and strengthen our communities, we must rethink our plan-
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ning, our priorities, and our investments in the Nation’s transpor-
tation infrastructure.

We need a new approach that will improve the quality of life in
cities and towns across this country while helping us to save bil-
lions in infrastructure and energy costs through the application of
livable and smart growth principles we have developed with our
friends at HUD and EPA. We are already making substantial
progress by creatively leveraging our existing programs, and we
have clearly demonstrated that the American people believe we are
headed in the right direction.

We recently funded a project in Dubuque, Iowa, to design streets
that are attractive, convenient, and safe for a broad range of trans-
portation users. Dubuque’s efforts helped to attract an IBM em-
ployment center of more than 1,500 people to the city.

In Seattle’s Mercer Corridor, a hub for biotechnology companies,
we are investing in better roads with bicycle lanes, improved access
to transit, and upgrading local water, sewer, and electrical infra-
structure. These improvements will help attract and retain a well-
qualified workforce to Seattle’s biotech community.

And one other noteworthy project, which I have mentioned before
when I have been here, Kansas City, Missouri, where they are tak-
ing a 150-block distressed urban community called Green Impact
Zone to significantly expand transit and pedestrian facilities for the
first time in the community’s history. This offers residents brand-
new access to clean, reliable transportation to get to jobs, schools,
hospitals, and connect with the rest of downtown.

This project in particular is a national model demonstration of
integrating place-based investments—how place-based investments
can apply the principles of sustainability to help transform a com-
munity. In addition, our decision earlier this year to include a
range of livable criteria evaluating transit capital projects through
FTA’s New Starts program also elicited a huge outpouring of sup-
port.

Meanwhile, we are helping to educate and empower local commu-
nities on how to make livable projects a reality by providing infor-
mation and training in new ways. This includes guidance on tran-
sit-oriented development we have prepared with HUD. Elected offi-
cials, planners, and developers should find this information very
valuable.

We released a notice of finding for a pilot program administered
by the FTA that will enable urban and rural communities to put
more buses, trolleys, and other local transit on the street. And
along with our friends at EPA, we are sharing our expertise in sup-
port of HUD’s efforts to award planning and challenge grants to
help communities become laboratories for sustainability.

Looking ahead to 2011, the President’s budget includes $520 mil-
lion for a livable community program that will accomplish several
key objectives. It will establish an Office of Livability to ensure we
lead and coordinate our livable-related programs and grants DOT
wide and create appropriate performance measures.

Too often local governments and planners do not have access to
the best, most comprehensive information that is essential to mak-
ing better, more informed transportation investments that generate
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the desired outcomes. We must remedy that in partnership with
our friends at HUD and EPA.

PREPARED STATEMENT

We will fund transit and capacity-building initiatives that give
State and local governments the tools, resources, and assistance
they need to better coordinate transportation, housing, land use
planning, and water infrastructure. Our livable proposal is a start-
ing point for a bold new approach to revitalize the Nation’s trans-
portation infrastructure. The President’s budget and the adminis-
tration’s future surface transportation proposals reflect these and
many other innovative ideas.

We look forward to your questions following Secretary Donovan’s
testimony.

Senator MURRAY. Thank you very much, Mr. Secretary.

[The statement follows:]

PREPARED STATEMENT OF HON. RAy LAHOOD

Thank you for inviting me to appear before you today to discuss the Department
of Transportation’s (DOT) current efforts to promote livable communities through
our existing programs and our budget request for fiscal year 2011.

INTERAGENCY PARTNERSHIP FOR SUSTAINABLE COMMUNITIES

As a Nation, we pride ourselves on the livability of our communities, one in which
every American has access to affordable housing, good transportation choices and
access to jobs. Making America’s communities more livable is a key part of the
President’s agenda, and the administration is already making important advance-
ments in this area. Last June, DOT joined forces with the Department of Housing
and Urban Development (HUD) and the Environmental Protection Agency (EPA) to
stimulate comprehensive regional and community planning efforts that integrate
transportation, housing, energy and other critical investments. Together, we will
help State and local governments make smarter investments in their transportation
infrastructure, in order to better leverage that investment, and to advance sustain-
able development.

The Department’s budget allocates over $500 million toward this effort. It’s an in-
vestment that is already receiving national attention. As I have traveled around the
country soliciting input on our Surface Transportation Reauthorization, I heard re-
sounding support for our livability initiative. The feedback has been clear: it’s time
to rethink how we are investing in our Nation’s communities.

Toward this effort, DOT, HUD, and EPA have developed the following principles
to guide our shared efforts to promote livability:

—Provide More Transportation Choices.—Develop safe, reliable and economical
transportation choices to decrease household transportation costs, reduce our
Nation’s dependence on foreign oil, improve air quality, reduce greenhouse gas
emissions and promote public health.

—Promote Equitable, Affordable Housing.—Expand location- and energy-efficient
housing choices for people of all ages, incomes, races and ethnicities to increase
mobility and lower the combined cost of housing and transportation.

—Enhance Economic Competitiveness.—Improve economic competitiveness
through reliable and timely access to employment centers, educational opportu-
nities, services and other basic needs by workers as well as expanded business
access to markets.

—Support Existing Communities.—Target Federal funding toward existing com-
munities—through such strategies as transit oriented, mixed-use development
and land recycling—to increase community revitalization, improve the efficiency
of public works investments, and safeguard rural landscapes.

—Coordinate and Leverage Federal Policies and Investment.—Align Federal poli-
cies and funding to remove barriers to collaboration, leverage funding and in-
crease the accountability and effectiveness of all levels of government to plan
for future growth, including making smart energy choices such as locally gen-
erated renewable energy.
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—Value Communities and Neighborhoods.—Enhance the unique characteristics of
all communities by investing in healthy, safe and walkable neighborhoods—
rural, urban or suburban.

CURRENT DOT AND PARTNERSHIP EFFORTS

DOT has already begun using these principles in its programs.

For example, the recent change in the criteria for FTA’s New Starts grants will
ensure that the Department considers livability in its funding recommendations of
transit capital investments. Previously, cost-effectiveness was the primary factor
used in making a recommendation for construction funding, a criterion that uses
travel time savings to quantify a project’s benefits as a comparison to project cost.
FTA will now equally consider cost-effectiveness, and economic, environmental, and
livability factors to determine the best use of funds.

We are also making tools available to transportation professionals and the public
to build their capacity to implement livability projects at the community level. For
example, DOT and HUD produced an action guide last November to help planners
implement mixed-income transit oriented development and regional transit corridor
planning. This guide, now available online, takes planners step-by-step through the
data gathering and planning process. DOT is also working to develop an online
database for transit-oriented development, which includes over 4,000 existing and
planned rail/transit stations. This database will provide a central resource of transit
planning information for developers, and will be available to the public by the end
of the summer.

To foster the preservation and enhancement of urban and rural communities by
providing better access to jobs, healthcare and education, DOT released a Notice of
Funding Availability (NOFA) in December for two new pilot programs that would
provide funding for livability projects from existing funds: up to $150 million is
available for bus livability projects and $130 million for urban circulator grants.

DOT and EPA are also supporting the development of HUD’s NOFA for sustain-
able community grants authorized in the fiscal year 2010 budget. DOT and HUD
collaborated in the grant selection process and are providing staff to assist commu-
nities that received EPA’s smart growth technical assistance grants. Through these
discretionary grant and technical assistance dollars, DOT, HUD, and EPA are pro-
viding States and communities with opportunities to build the livable communities
that are so important to their economic growth and quality of life.

LIVABLE COMMUNITIES PROMOTE QUALITY OF LIFE

Citizens are changing their preferences toward livable communities, and State
and local governments are responding to constituent demands. In fact, EPA has
found through consumer surveys that at least one-third of the consumer real estate
market prefers a mixed use, transit-oriented community. The needs and desires of
the U.S. home buyer also are changing: many consumers in the early 1990s had a
preference for golf courses and other recreational amenities. Today, surveys indicate
that many consumers prefer walkable communities—communities characterized by
pedestrian access and a sense of connection, community, and diversity.

Livable communities are in high demand because they make financial and eco-
nomic sense. Transportation and housing are the two largest expenses for the aver-
age American household. Reducing the need for private motor vehicle trips by pro-
viding access to other transportation choices can lower the average household ex-
penditure on transportation, freeing up money for housing, education, and savings.
Realtors, developers, and investors recognize that an increase in walkability trans-
lates into a higher home value.

The application of livability strategies can also save billions in infrastructure in-
vestment. For example, Envision Utah brought together residents, elected officials,
developers, conservationists, business leaders, and other interested parties to par-
ticipate in the development of a growth plan for Salt Lake City and the surrounding
area. The process, which included outreach and comprehensive planning efforts, will
help preserve critical lands, promote water conservation and clean air, promote pub-
lic health, improve the region-wide transportation systems, and provide housing op-
tions for all kinds of residents. By coordinating investments, the plan saved $4.5 bil-
lion in infrastructure costs over the last decade. This example shows that as we
make our communities more livable, we can also decrease the strain on natural re-
sources, decrease greenhouse gases, improve air quality, and promote public health
by supplying more efficient options for transportation and housing—all while de-
creasing infrastructure costs and the burden on the American taxpayer.
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LIVABLE COMMUNITIES’ INVESTMENTS SUPPORT BOTH RURAL AND URBAN COMMUNITIES

Livability also can play a substantial role in small towns and rural communities.
The concept of livability comes from rural towns with a town center that is walkable
and accessible to all ages and income groups. Rural communities, however, face spe-
cial challenges that threaten traditional community design. Past transportation poli-
cies have resulted in many rural Main Streets being bypassed by the interstate
highway system, which contributed to the decline of once-vibrant business centers.
Many rural communities located close to cities have lost farm land and open space
as urban areas subsume them. Transportation costs are often significantly higher
for residents of rural communities, especially those with longer commutes to em-
ployment centers. Better coordination of housing and transportation will lead to
policies and programs that protect and safeguard open space and agricultural land
in rural areas, preserve the historical culture of rural city centers, and provide rural
residents with transportation options that decrease their household costs.

Livability will certainly take a different form in rural areas than in urban city
centers, but a small town with a walkable, main street lined with spaces for retail,
employment and housing is something we can all picture. Franklin, Tennessee is a
small city 25 miles southwest of Nashville that has adopted land-use plans and has
adjusted their zoning ordinances to promote higher density mixed-use development.
Bath is a small town in southwest Maine whose historic downtown area is a model
of a livable community. The town provides two trolley loops to transport residents
and tourists through downtown, reducing the need for on-street parking. Bath’s
street design encourages citizens to get out of their cars, which in turn supports
local merchants through increased foot traffic.

My favorite example is Dubuque, Iowa, which I had the pleasure of visiting last
year. In its Historic Millwork District, Dubuque is redeveloping old factories and
mills—dormant since the early part of the 20th century—to create new mixed in-
come housing, workplaces and entertainment. Sustainable transportation options
are important to this plan. The city’s trolley bus now connects the Millwork District
to downtown. We also funded a project to design streets in this district that are at-
tractive, convenient and safe for a broad range of users, including drivers, public
transit, pedestrians, bicyclists, people without access to automobiles, children and
people with disabilities. Dubuque’s efforts, in part, attracted IBM to move its em-
ployment center to the area, where it will provide over a thousand new jobs for the
city. With its “Smart City” partnership with IBM, Dubuque has become a model for
other cities seeking new livable uses for its established infrastructure.

We are seeing this emphasis on livability not only in rural communities, but in
urban and suburban communities as well.

In September, Secretary Donovan, Administrator Jackson, and I visited Denver’s
La Alma/Lincoln Park neighborhood, which is a predominantly Latino neighborhood
and also one of Denver’s oldest. The 10th and Osage station, which adjoins an in-
dustrial area, a diverse existing housing stock, and the Sante Fe Arts District, is
serving as a catalyst for Lincoln Park’s redevelopment. The South Lincoln Park
Homes redevelopment, planned around the 10th and Osage station, calls for devel-
oping mixed-use, mixed-income housing within walking distance of the station, to
create a more dense and walkable community. It also focuses on improving trans-
portation connections within the La Alma/Lincoln Park neighborhood for its resi-
dents to improve job access.

Portland is planning for the growth and development of its city center and transit
systems, strengthening policies to form a denser bike network, and investing in
streetcar and light rail. Our TIGER grant program has helped them with this by
funding over $23 million toward the reconstruction of a complete street on their wa-
terfront—including three traffic lanes, dual streetcar tracks and pedestrian and bi-
cycle facilities—allowing increased access to the central business district.

In Seattle, we are helping to invest in turning a major roadway into a multi-
modal boulevard. They have instituted smart growth policies and transportation in-
vestments that encourage urban living and reduce dependence on cars, as well as
encourage strong sustainable building standards.

When I was in Minneapolis in January, I got a chance to tour a 9.8 mile light
rail transit line between the downtowns of the twin cities, Minneapolis and St. Paul.
By balancing our cost-effectiveness criteria with equity considerations in our transit
program, we will be able to help fund three additional stops on this line to serve
underserved and lower income communities that otherwise would not have had ac-
cess to this mode of transportation.

Kansas City, Missouri, is another great example. DOT recently awarded a $50
million TIGER grant to Kansas City for their Green Impact Zone project, which will
provide better access to regional opportunities through expanded transit and pedes-
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trian facilities. This project will improve infrastructure in a 150-block area in the
urban core of Kansas City, Missouri that has been impacted over the years by high
rates of poverty, unemployment, crime, and high concentrations of vacant and aban-
doned properties. Partners in the Green Impact Zone are creating a national model
that demonstrates how integrated, place-based investments, centered on principles
of sustainability, can transform a community.

FISCAL YEAR 2011 BUDGET REQUEST

The President’s Budget includes $527 million for livable community efforts in
DOT. This funding will support three areas: a Livable Communities Program within
the Office of the Secretary (OST); transit funding to support livable communities in
the Federal Transit Administration (FTA); and a capacity-building grant program
in the Federal Highway Administration (FHWA). The purpose of these programs is
to provide transportation practitioners with the tools, resources, and capacity they
need to develop a transportation system that provides transportation choices, saves
people money, protects the environment, and efficiently moves goods.

This budget request was developed in coordination with the requests for HUD and
EPA. As you will hear from Secretary Donovan, HUD’s program focuses on improv-
ing regional planning to integrate housing and transportation decisions. EPA’s role
is designed to administer technical assistance to communities to pursue infrastruc-
ture improvements in ways that protect public health and the environment.

DOT’s program supports two vital needs: capacity building in transportation plan-
ning and financial assistance to initiate innovative infrastructure investments. This
benefits State and local governments, which currently use outdated planning and
regional models and poor data to make their transportation investment decisions.
Because of competition for scarce resources, sometimes innovative solutions can take
a back seat to the more pressing needs of maintenance and repair. By targeting
some investment funding, DOT hopes to demonstrate that smart investment up
front can save communities tax money over time by strengthening communities and
lowering infrastructure costs.

The President’s budget includes $20 million to establish a new Livable Commu-
nities Program, including a new Office of Livability within OST. This Office will
lead and coordinate livability programs across the Department’s modal administra-
tions and provide grants and technical assistance for improving local public out-
reach. It will serve as the focal point for interagency efforts such as the Partnership
for Sustainable Communities and spearhead efforts such as developing metrics and
performance measures for livability.

Three hundred and seven million dollars is requested to refocus existing FTA pro-
grams to expand transit access for low-income families, provide effective transpor-
tation alternatives and increase the planning and project development capabilities
of local communities. Consolidating the Job Access and Reverse Commute formula
grants, Alternatives Analysis grants, and formula grants for State and metropolitan
planning will allow DOT to better coordinate efforts with HUD and EPA to develop
strategies that link quality public transportation with investments in smart develop-
ment.

The President’s budget requests $200 million to fund a competitive livability pro-
gram within FHWA. This discretionary grant program aims to improve modeling
and data collection, provide training, and support organizational changes to better
carry out integrated planning. This assistance would be available to States, local
governments, and tribal partners.

LOOKING FORWARD

What I have described so far is just the starting point for what we hope to be
a robust livability initiative, both within DOT and among our partnering agencies.
The President’s budget marks a bold new way of thinking about investments in our
transportation infrastructure and will become a key component of the administra-
tion’s future surface transportation proposal. The programs requested in the Presi-
dent’s budget have been designed to further the goals of the Partnership for Sus-
tainable Communities and to assist regions and communities in need of Federal as-
sistance to pursue their own planning and development needs. By providing capac-
ity building, planning funds, and technical assistance, DOT, HUD, and EPA can
help communities meet the demands that they face for developing these types of
neighborhoods.

Looking forward, reauthorization of our surface transportation programs will pro-
vide an important opportunity to focus on livable community investments that foster
transit-oriented, pedestrian and bike-friendly development, provide more transpor-
tation choices, and offer better access to jobs and housing.
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Thank you for the opportunity to appear before you today to discuss the efforts
of our Partnership for Sustainable Communities and the Department’s fiscal year
2011 budget request to support this effort. We look forward to working with Con-
gress and our stakeholders to make this a reality.

I will be happy to answer any questions you may have.



DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
OFFICE OF THE SECRETARY
STATEMENT OF HON. SHAUN DONOVAN, SECRETARY

Senator MURRAY. Secretary Donovan.

Secretary DONOVAN. Thank you, Chairwoman Murray, Ranking
Member Bond. I want to thank you for this opportunity to provide
an update on HUD’s efforts to help urban and rural areas across
the country create more sustainable homes and communities.

I also want to take a moment to thank Ray and his entire team,
as well as Lisa Jackson, for their just tremendous partnership on
this effort.

I have submitted more complete testimony for the record, but
today I would like to use my time to report on the progress we
have made, thanks to this subcommittee’s support through the Re-
covery Act and the $200 million Office of Sustainable Housing and
Communities appropriation for our fiscal year 2010, and to share
with you our plans in the coming months.

OFFICE OF SUSTAINABLE HOUSING AND COMMUNITIES

In February, HUD launched this office to help coordinate our in-
vestments with the Departments of Transportation, EPA, and En-
ergy, and other agencies at the Federal level, as well as allowing
us to work directly with communities to support innovation at the
local level.

With a combination of housing and transportation costs now
averaging more than 50 percent of income for American families,
we formed a sustainability partnership with DOT and EPA because
when it comes to housing, environmental, and transportation pol-
icy, it is time the Federal Government spoke with one voice. And
the partnership is working.

In addition to the examples that Ray cited, in cities like Detroit,
you can see that we are not only talking to one another, we are
making funding decisions together that improve outcomes for local
communities. In the first round of DOT’s TIGER grant program
under the Recovery Act, DOT awarded $25 million for the Wood-
ward Avenue Streetcar Project in Detroit. All three agencies re-
viewed the city’s application.

HUD brought to DOT’s attention community development activi-
ties already planned or underway in the Woodward Avenue Cor-
ridor, which made the site a more attractive investment for DOT.
The EPA was able to highlight brownfield remediation efforts in
the vicinity of the project, which will allow abandoned properties
along the streetcar line to be recycled for economic development
and affordable housing.

(191)
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As a result, we believe this transportation investment has the po-
tential to fundamentally transform one of the most historic neigh-
borhoods of the city and is an example of the more effective award
process in communities throughout the country.

A similar process will unfold with the selection of HUD’s regional
planning and local challenge grants this year. With this sub-
committee’s support, we are preparing to launch a $100 million
sustainability planning grant program to encourage metropolitan
and rural regions to plan for integration of economic development,
land use, and transportation investments.

We issued an advance notice and request for comment for the
program, inviting feedback through a new online Wiki accessible
via HUD’s Web site and through an extensive listening tour around
the country. We wanted communities to tell us what works, what
isn’t working, and how we can better help them build sustainably.

Just as important, we hope to send a very important signal that
we in the Obama administration are serious about being the kind
of partner that listens and learns. And the response has exceeded
even our expectations. We received over 900 written comments,
met with over 1,000 stakeholders in 7 listening sessions, and
staged Webcasts that touched thousands more.

And the feedback we received was overwhelmingly positive as
well, from mayors and other officials of both small and large com-
munities to business leaders in growing regions to Governors of
States that have been hit hard economically. One example of how
this feedback changed our thinking is with respect to small towns
and rural areas. The White House convened a special focus group
to discuss the needs of such communities, and in this session and
the many letters we received, we heard concerns that larger com-
munities in central cities might receive preference for these funds
despite the great need in rural America.

Indeed, Madam Chairwoman, while rural communities generally
have less access to public transportation, higher poverty rates, and
inadequate housing, at HUD we recognize that residents of these
communities also face unique challenges when it comes to access-
ing healthcare, grocery stores, adult education opportunities, and
many other services. This is something it is with communities like
St. Peter, Minnesota, which Deputy Secretary Sims visited last
month with the Department of Agriculture, and how they have re-
sponded to these challenges that we will ensure that small towns
and rural regions have a better shot at competing in this NOFA
through a special category of funding.

ENERGY INNOVATION FUND

While these funds are targeted at the regional level, another $40
million will support local efforts through a Community Challenge
Planning Grant. With these funds, HUD has chosen to issue a joint
NOFA with DOT for its TIGER II planning grant program. At the
same time, with our $50 million Energy Innovation Fund as part
of the 2010 budget, we are developing new and innovative low-cost
financing for single and multifamily programs, including taking an
energy-efficient mortgage product to scale.

It could provide key incentives to both buyers and sellers who
want to make much-needed energy improvements in their homes.
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But this office isn’t limited to the successful implementation of
these funds alone. The Office of Sustainable Housing and Commu-
nities is also active in other partnerships as well.

Over this past year, HUD has been working with the Depart-
ment of Energy to eliminate duplicative rules that sharply limited
the $5 billion in Federal weatherization funds from being available
to retrofit multifamily properties. By simply cutting through red
tape, we have helped pave the way for Rhode Island to allocate $7
million, one-third of its weatherization funding, to multifamily
housing, and Colorado to weatherize an expected 1,000 multifamily
units by June of this year and another 1,600 in the next fiscal year.

As a result, thousands of low-income families living in multi-
family housing across the country stand to see their utility bills re-
duced. The President has set a goal of weatherizing 1 million
homes per year. As part of the HUD-DOE partnership, we have
made income eligible more than 1.5 million units of HUD-qualified
homes that could potentially use weatherization funding.

Indeed, we at HUD have set a goal of retrofitting or building
159,000 energy-efficient homes over the next 2 years, including
85,000 funded through the Recovery Act. Obviously, this is only a
sample of the work we are doing. My written testimony offers a
more complete picture of the scope of our sustainability work to
date.

As you know, we are requesting $150 million for the second year
of the Sustainable Communities Initiative in our fiscal year 2011
budget, including a second round of regional planning grants ad-
ministered by HUD in collaboration with DOT and EPA and addi-
tional investment in challenge grants to help localities implement
these plans.

Senator Dodd has also introduced legislation that would make
some of our initiatives permanent and look forward to working
with him and your counterparts on authorizing committees toward
that end.

But Madam Chairwoman and Ranking Member Bond, I hope you
can see that this funding is producing real results at the same time
it is helping to fundamentally transform the way the Federal Gov-
ernment does business. It is helping us prove that the Federal role
isn’t about dictating what localities can or can’t do and how to do
it, but rather offering them the resources and tools to help them
realize their own visions for achieving the outcomes that we all
want, outcomes like less time commuting and more time with fam-
ily, neighborhoods where kids can play outside and breathe clean
air, and communities with opportunities for people of all ages, in-
comes, races, and ethnicities.

PREPARED STATEMENT

That is the goal of these efforts, and it is why I am so proud to
work with my partners in the administration and this sub-
committee.

Thank you for this opportunity.

[The statement follows:]
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PREPARED STATEMENT OF HON. SHAUN DONOVAN

Chairman Murray, Ranking Member Bond and distinguished members of the sub-
committee, thank you for this opportunity to provide an update on HUD’s expanding
efforts to help urban and rural areas across the country create more sustainable
homes and communities. Thanks to this subcommittee’s support, both through the
American Recovery and Reinvestment Act and through this year’s appropriation to
support new sustainable housing and communities grant programs, we have been
able to make substantial progress on an ambitious agenda in our first year. I am
pleased to share with you today our early results and plans for the future.

My testimony has three main sections. The first highlights the results to date of
HUD’s Recovery Act investments in sustainable housing and communities, which
has laid the foundation for much of our continuing commitment. The second summa-
rizes the groundbreaking sustainability partnerships HUD has formed with other
Federal agencies, building the framework for unprecedented collaboration and im-
pact on the ground. The third describes the major activities HUD has underway,
led by the new Office of Sustainable Housing and Communities, which will focus
our efforts to ensure this agenda remains an enduring priority for the Department.
First, however, I want to provide context for HUD’s commitment in this area.

THE NEED FOR FEDERAL LEADERSHIP TO ADVANCE SUSTAINABLE HOMES AND
COMMUNITIES

While the consequences of climate change are complex and far reaching, we know
that the increasing emissions of greenhouse gases, the primary cause of global
warming, are largely a result of energy use in our “built environment.”

As a Federal cabinet agency focused on the built environment, strengthening com-
munities, and expanding opportunity for all Americans, HUD recognizes the urgent
need for aggressive action to combat climate change. The positive news, and the
powerful opportunity, is that we can cut greenhouse gas emissions, while creating
jobs and expanding opportunity for all Americans through proven strategies for cre-
ating more sustainable homes and communities.

Residential housing and the built environment are major contributors to energy
consumption and global warming. Residential buildings alone account for 20 percent
of U.S. carbon emissions, with the vast majority coming from detached single-family
houses. It may be surprising to many, but all types of buildings combined actually
account for more emissions than the entire transportation sector. The transportation
sector accounts for about another one-third of carbon emissions, among many factors
because sprawling development patterns separate jobs and houses that, without
adequate public transportation systems, necessitate long commutes and increased
dependence on car travel.

This is no coincidence. During the housing boom, many real estate agents sug-
gested to families that couldn’t afford to live near job centers that they could find
a more affordable home by living farther away. Lenders bought into the “Drive to
Qualify” myth as well—giving easy credit to home buyers without accounting for
how much it might cost families to live in these areas or the risk they could pose
to the market. While some home buyers were aware of the risk they were taking
on, others were not. And all of these families found themselves vulnerable to gaso-
line price fluctuations, as they drove dozens of miles to work, to school, to the mov-
ies, to the grocery store, spending hours in traffic and spending nearly as much to
fill their gas tank as they were to pay their mortgage. And some places more—like
Atlanta, where housing and transportation costs total 61 percent of family income
or East Palo Alto, California where they consume over 70 percent of family budgets.

The social equity implications of current growth patterns have also become more
apparent. As metropolitan areas continue to sprawl outward and jobs become in-
creasingly dispersed, fewer low-wage earners and renters are able to find housing
near their work. Nationally, 45 percent of all renters and two-thirds of low-income
renters live in central cities. Low-income families, many of them minorities, live in
neighborhoods that limit access to quality jobs, good schools and opportunities to
create wealth. Indeed, some studies have found that zip code predicts poor edu-
cational, employment, and even health outcomes. The unbalanced nature of metro-
politan housing development has strained urban, suburban and rural household
budgets, as commutes lengthen: the combination of housing and transportation costs
now average a combined 60 percent of income for working families in metropolitan
areas.

With few exceptions, the Federal Government has historically not been up to the
task of addressing these critical trends. Federal programs dealing with housing,
transportation and energy issues remain largely separate from each other, pre-
cluding smart, integrated problem solving. Federal policies and rules are narrowly
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defined, poorly coordinated and often work at cross purposes. The silo driven nature
of Federal policies and programs extends to planning, data collection, performance
measurement and research and evaluation. To address these and other issues, the
administration has launched the first comprehensive review of “place based” Federal
policies since the Carter administration, with sustainability as a central focus—ask-
ing each agency to determine whether Federal policies enable and encourage locally-
driven, integrated, and place-conscious solutions, or obstruct them.

Place of course is already at the center of every decision HUD makes. Today,
HUD’s programs reach nearly every neighborhood in America; 58,000 out of the ap-
proximately 66,000 census tracts in the United States have one or more unit of
HUD assisted housing. Now we have seized this opportunity to renew our focus on
place, to better nurture sustainable, inclusive communities across America’s urban,
suburban, and rural landscape.

A major component of HUD’s place-based approach involves making communities
sustainable for the long-term. For HUD, “sustainability” includes improving build-
ing level energy efficiency, cutting greenhouse gas emissions through transit-ori-
ented development, and taking advantage of other locational efficiencies. Critically,
we believe sustainability also means creating “geographies of opportunity,” places
that effectively connect people to jobs, quality public schools, and other amenities.

But it’s not just about what we think at HUD or in the Federal Government. Sus-
tainability means different things to different kinds of communities. If you asked
John Hickenlooper, the Mayor of Denver, where they are building more than 100
miles of new light rail, commuter rail, and bus rapid transit lanes, linking the 32
communities surrounding Denver proper, he’d tell you sustainability is about build-
ing inclusive neighborhoods of opportunity—binding communities to work together
as a region so that they not only share problems, but solutions as well. If you asked
Dan Kildee, who was Genesee County Treasurer for many years, he’d tell you sus-
tainability is about the very economic survival of a city like Flint, Michigan—where
years of population loss and economic decline have left a surplus of housing and
more vacant land than can be absorbed by redevelopment. For Flint, sustainability
is about being smaller but stronger and smarter.

And so, the Federal role within each of these efforts is clear: not to dictate what
localities can and can’t do or how to do it, but rather offering them the resources
and tools to help them realize their own visions for achieving the outcomes we all
want: less time commuting and more time with family, neighborhoods where kids
can play outside and breath clean air, and communities with opportunities for peo-
ple of all ages, incomes, races and ethnicities.

Partnering with communities so they can make choices that work for them—for
their needs, and their marketplaces—is an example of what I would call a “New
Federalism” that President Obama is proposing—and it’s something we are com-
mitted to practicing at HUD.

LAYING THE FOUNDATION—RECOVERY ACT INVESTMENTS IN SUSTAINABLE HOMES AND
COMMUNITIES

HUD has played a key role in implementing the Recovery Act, which, according
to the Council of Economic Advisors, is already responsible for putting about 2.5
million Americans back to work, putting the Nation on track to create or save 3.5
million jobs by the end of the year.

HUD has now obligated 98 percent of the $13.6 billion in Recovery Act funds
stewarded by the Department—and disbursed over $3.9 billion. Nearly all of HUD’s
Recovery Act funding is fully paid out, or expended, only once construction or other
work is complete—just as when individual homeowners pay after they have work
done on their homes. Therefore, HUD’s obligated but not yet expended funds are
already generating jobs in the hard hit sectors of housing renovation and construc-
tion.

While our top priority with Recovery Act funds is creating jobs and economic ac-
tivity, we are also seizing the opportunity to lay a foundation for HUD’s new direc-
tion in our Recovery Act investments. When President Obama signed the Recovery
Act into law last year, it was designed to do three things: create jobs, help those
harmed by the economic crisis, and lay a new foundation to make America competi-
tive in the 21st century. By putting people back to work greening homes in cities
like Philadelphia and building high-speed rail in places like Milwaukee and Madi-
son, this administration is using our response to the economic crisis as a catalyst
to build good neighborhoods, more resilient communities, and the strong, inter-
connected regional backbones our economy needs to create and sustain these jobs.

Nearly one-third of HUD’s Recovery Act funds can be used for “greening” Amer-
ica’s public and assisted housing stock, making homes healthier and more energy
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efficient. At the same time, this investment will prepare a new generation of profes-
sionals, from mechanics and plumbers, to architects, energy auditors, and factory
workers building solar panels and wind turbines, all of whom are needed to design,
install, and maintain the first wave of green technologies.

These investments include:

—$600 million for energy retrofits of 226 public housing developments and 35
more green newly constructed and substantially rehabilitated public housing de-
velopments.

—$500 million for housing on Native American lands, which HUD is encouraging
and supporting tribal housing groups to provide in an environmentally sustain-
able manner.

—$250 million for green retrofits of 16,600 units of privately owned HUD-assisted
housing. (HUD received applications for more than $700 million.)

—$100 million to eradicate lead paint and create healthy homes.

Importantly, energy efficiency and other environmental criteria—and results—are
also present in larger HUD programs funded by the Recovery Act, such as $3 billion
in formula funding for public housing and $2 billion through the Neighborhood Sta-
bilization Program.

The Recovery Act investments we are making to help families and communities
save energy and live in healthier homes are teaching us what works and how we
can be a more effective partner to builders, owners and residents who want the op-
portunity to live in greener communities. These lessons and feedback from our part-
ners are informing and improving our continuing efforts to increase environmental
benefits, lower costs, and measure the benefits in affordable housing.

BUILDING THE FRAMEWORK—HUD’S SUSTAINABILITY PARTNERSHIPS WITH OTHER
AGENCIES

Creating more sustainable housing and communities at scale—making sustain-
ability the “default option” for our partners and the people we serve—requires an
interdisciplinary approach and intense collaboration across the traditional silos of
Federal policy. That is why we are so pleased to be working closely with a number
of Federal agencies to leverage the skills, resources and partnerships that each can
bring to truly transforming our built environment.

As you know, HUD, the Department of Transportation (DOT) and the Environ-
mental Protection Agency (EPA) have formed the Interagency Partnership for Sus-
tainable Communities to help improve access to affordable housing, expand trans-
portation options and lower transportation costs while protecting the environment
in communities nationwide. Through a set of guiding Livability Principles and a
partnership agreement that frames our collective efforts, the partnership is coordi-
nating Federal housing, transportation, and other infrastructure investments to an
unprecedented extent to protect the environment, promote equitable development,
and help to address the challenges of climate change. When it comes to housing,
environmental, and transportation policy, it is time the Federal Government spoke
with one voice. (The Livability Principles are attached as Appendix A.)

Having served in, and worked with, various levels of government for many years,
I can say that the extent of collaboration and cooperation among our agencies has
been nothing short of remarkable—starting at the senior leadership level where Sec-
retary LaHood, Administrator Jackson and I have developed an excellent working
relationship, and extending to the staff in each agency. Every day, we are getting
better at aligning where it makes most sense and assigning specific responsibilities
to the appropriate agency based on resources and expertise. One example was
DOT’s inclusion of HUD and EPA in the review of competitive applications for
DOT’s $1.5 billion TIGER Grant program funded under the Recovery Act. We would
by no means suggest that we have perfected the collaborative approach. Decades of
statutes, regulations and habits, in some cases, create real challenges to the part-
nership results all three of our agencies aspire to achieve. But the good news is we
are making consistent progress, moving forward despite the barriers, and we always
welcome ideas and assistance from interested parties, including this subcommittee.

Another exciting example is the partnership between HUD and the Department
of Energy that is working to increase energy efficiency in affordable homes and
apartments. One joint project is to develop a streamlined, low-cost, consumer friend-
ly tool to provide homeowners with better information about their home’s energy
use, options for saving energy, and the cost savings that would result. We are also
exploring options for providing financing for consumers to pay for the cost of energy
saving home improvements, described more below.

HUD’s partnership with DOE is delivering results in multi-family low-income
housing as well. Our agencies have worked together to eliminate duplicative and un-



197

necessary rules that impeded the use of Federal Weatherization Assistance Program
funds to retrofit multi-family properties. Thousands of low-income families are now
in better position to benefit from the $5 billion in weatherization funds provided
under the Recovery Act as a result.

For instance, Rhode Island’s Office of Energy Resources, has allocated $7 million
to weatherize multi-family housing—this set aside was in response to the HUD/DOE
MOU published in May of last year. Rhode Island anticipates a large number of ap-
plications for this program.

Colorado is allocating $80 million for its weatherization program. GAO and IG re-
ports have identified Colorado as a high performing State. Currently, about $30 mil-
lion of the ARRA funding has been expended to weatherize multi-family homes
throughout the State.

In addition, I have appointed Deputy Secretary Ron Sims to represent HUD on
the Steering Committee for the White House Council on Environmental Quality, the
Office of Science and Technology Policy, and the National Oceanic and Atmospheric
Administration interagency process to produce a set of recommendations for Federal
actions that will help society adapt to climate change. This group is developing rec-
ommendations on how Federal agencies can effectively create and implement cli-
mate change adaptation policies and strategies.

Other similar partnerships are in formation or early development. We are espe-
cially optimistic about potential collaboration with the Department of Agriculture to
ensure we are as effective in helping deliver sustainability solutions in rural areas
and small towns as we are in larger and more urban communities.

ENSURING HUD’S LONG TERM LEADERSHIP ON SUSTAINABLE HOMES AND COMMUNITIES

Thanks to this subcommittee’s support, we have created a new office that will en-
sure that the foundation laid by our Recovery Act investments, and the framework
we are building in partnership with other agencies, is buttressed and built upon by
institutionalized capacity within HUD. The Office of Sustainable Housing and Com-
munities, under the direct supervision of Deputy Secretary Sims, will help provide
and expand that capacity among HUD staff and stakeholders.

Shelley Poticha, nationally recognized for her leadership to create more location
efficient communities, is in place as Director of the office and we have begun to as-
semble a talented team that brings the technical skill sets and deep commitment
our sustainability initiatives demand. Just as important, we are creating teams of
staff in HUD’s regional and field offices to serve as partners and points of contact
with stakeholders in our sustainability agenda, listening to local ideas and deliv-
ering HUD’s solutions in real time. Staff playing these roles will be current HUD
employees who are trained in additional skills and work with their colleagues from
DOT, EPA and other agencies in our communities.

The office has already made significant progress advancing several new initiatives
totaling $200 million. This subcommittee’s early support for these initiatives will be
key to their ultimate success. First is the Sustainable Communities Regional Plan-
ning Grant Program, which will provide a total of $100 million to a wide variety
of multi-jurisdictional and multi-sector partnerships and consortia at the regional
level, from Metropolitan Planning Organizations and State governments, to non-
profit and philanthropic organizations and another $40 million to foster reform and
reduce barriers, at the local level, to achieve affordable, economically vital and sus-
tainable communities. These grants will be designed to encourage regions and local
jurisdictions to build their capacity to plan for integration of economic development,
land use, transportation, and water infrastructure investments, and to combine
workforce development with transit-oriented development. Second is the $50 million
Energy Innovation Initiative to enable the Federal Housing Administration (FHA)
and the Office of Sustainable Housing and Communities to catalyze innovations in
the residential energy sector that can be replicated and help create a standardized
home energy efficient retrofit market. Finally, another $10 million is set aside for
research on a transportation/housing affordability index. I will discuss these initia-
tives in greater detail below.

Sustainable Communities Regional Planning Grants

For the first time ever, we will provide Federal money to support planning grants
that will be selected not only by HUD, but also by DOT and EPA—because when
it comes to housing, environmental and transportation policy, it’s time the Federal
Government spoke with one voice.

As indicated above, the first $100 million in funding is for regional integrated
planning initiatives through a Sustainable Communities Planning Grant Program.
The goal of the program is to support multi-jurisdictional regional planning efforts
that integrate housing, economic development, and transportation decisionmaking in
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a manner that empowers communities to consider the interdependent challenges of
economic growth, social equity and environmental impact simultaneously. We are
committed to encouraging these regions to engage residents and other local stake-
holders to build long-lasting alliances.

HUD recognizes that while the core principles of the program are not new, the
Federal Government has never attempted to directly support local leaders in articu-
lating and realizing them. In recognizing that we can learn from our leaders on the
ground, we issued an Advanced Notice and Request for Comment for the program.
We invited feedback through a new online “Wiki” accessible via HUD’s Web site
(www.hud.gov/sustainability) and through an extensive listening tour around the
country. We want communities to tell us what works, what doesn’t work, and how
we can build sustainably. Just as importantly, we hope to send a very important
signal that we in the Obama administration are serious about being the kind of
partner that listens and learns.

We received over 900 written comments, met with over 1,000 stakeholders in 7
listening sessions, and staged web casts that touched thousands more. The feedback
we received was overwhelmingly positive—from the mayors and other elected offi-
cials of both small and large communities, to business leaders in growing regions,
to Governors of States that have been hit hard economically.

One example of how this feedback changed our thinking is with respect to small
towns and rural areas. The White House convened a special focus group to discuss
the needs of such communities. In those sessions, we heard concerns that larger
communities and central cities would receive preference for these funds despite the
great need in rural America.

Indeed, Madam Chairwoman, while rural communities generally do not have ac-
cess to public transportation, at HUD we recognize that these residents still face
unique challenges when it comes to accessing healthcare, grocery stores, adult edu-
cation opportunities, among other things. We are very much aware that there are
high rates of poverty and inadequate housing in rural areas.

That is why we are looking at creating a separate, special funding category for
small towns and rural places as we prepare the Notice of Funding Availability
(NOFA) for the fiscal year 2010 Sustainable Communities Regional Planning Grant
funds—and, indeed, are incorporating many of the ideas submitted to us.

HUD formed an interagency team to draft the NOFA. This team included deep
engagement from staff within the Federal Transit Administration and Federal High-
way Administration within DOT; EPA’s Brownfields, Water, and Smart Growth of-
fices; all of HUD’s key program offices; the Office of Management and Budget; and
the Domestic Policy Council within the White House.

We also consulted with the Department of Agriculture, the Federal Emergency
Management Agency, the Department of Education, and the National Endowment
for the Arts. Our fiscal year 2010 NOFA is now in clearance. Applicants will be
given at least 60 days to submit proposals. With DOT and EPA, we aim to announce
approximately 40 winners—from small and rural areas, mid-sized regions, and large
metropolitan areas.

The $100 million investment from this fund could potentially be game-changing
and will leverage additional public and private dollars. We will also be working hard
and listening closely to ensure it is truly useful for rural and smaller communities,
as well as larger ones. The program is designed to address the needs of places that
are just starting to think about more sustainable growth and development, as well
as those that are more advanced. Congress has directed us to share our plans for
the entire Sustainable Communities Initiative and we will submit a formal report
on our plans to the subcommittee.

Finally, as briefly noted above, with $10 million of the Office of Sustainable Hous-
ing and Communities’ budget, we are working with the Department of Transpor-
tation and the Environmental Protection Agency to develop an Affordability Index
to educate consumers who want to buy homes in more sustainable places by ac-
counting for that housing’s proximity to jobs and schools. Congressman Blumenauer
is preparing legislation on this subject and we look forward to continuing to discuss
this proposal with him going forward.

Community Planning Challenge Grant Program

HUD’s fiscal year 2010 budget provided $40 million to support the detailed plan-
ning and code reform efforts that cities and counties must undertake to realize their
sustainability goals. Consistent with the administration’s intent to be more trans-
parent and “user-friendly,” HUD has chosen to issue a joint NOFA with DOT for
its “TIGER II” planning grant program (up to $35 million.) This NOFA will be pub-
lished at the same time that DOT publishes its TIGER II Capital Grants NOFA.
The key difference between the DOT planning grant program and HUD’s Commu-
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nity Planning Challenge Grant program is in the types of activities that could be
funded. DOT’s program funds planning activities that relate directly to a future
transportation capital investment, while HUD’s program funds land-use related
planning activities that would be linked to a future transportation investment. HUD
and DOT will jointly develop selection criteria that will apply to all proposals sub-
mitted in response to the joint NOFA and will jointly review the proposals.

DOT and HUD believe there is great value in aligning the two planning programs
in order to create synergies between transportation and land use planning and to
set the stage for future linkages between the three Partnership agencies’ various
programs. Furthermore, we believe this proposal has the potential to encourage and
reward more holistic planning efforts and result in better quality projects being
built with Federal dollars.

Energy Innovation Grants

Another area where the Office of Sustainable Housing and Communities is fo-
cused is scaling up energy efficiency in affordable housing. Our fiscal year 2010 ap-
propriation includes $50 million for an Energy Innovation Fund. Pursuant to Con-
gress’ direction, we are developing new and innovative low-cost financing for single-
and multi-family programs, including taking an Energy Efficient Mortgage product
to scale that would allow homeowners to wrap energy improvements into property
tax assessments where the up-front cost can be amortized.

In both cases, our aim is to use these Federal funds to pilot approaches that FHA
and the private sector financial institutions will take to greater scale in the market.

Under the leadership of the Office of Sustainable Homes and Communities, HUD
has also launched a transformative program to develop uniform investment policies,
performance goals, and reporting and tracking systems to support national objec-
tives for energy efficiency. HUD is working together with DOE to support the
achievement of the President’s goal of weatherizing 1 million homes per year by en-
abling the cost effective energy retrofits of a total of 1. 2 million homes in fiscal year
2010 and fiscal year 2011. As part of this initiative HUD intends to complete cost
effective energy retrofits of an estimated 126,000 HUD-assisted and public housing
units during this time.

As we are developing new approaches to the Energy Efficient Mortgage, we are
also exploring the potential for Location Efficient Mortgages (LEM’s). LEM’s take
into account the lower costs of transportation in transit rich, walkable communities.
This is part of a larger effort that HUD is considering housing affordability through
the lens of the combined costs of housing (including utility costs) and transportation,
rather than looking at them separately. This work, while early in the research and
development stage, holds significant promise. These efforts are motivated by a belief
that markets work best when there is reliable and useful information for consumers
and communities alike—and that by making information on utility and transpor-
tation costs widely available, we can drive a much broader scale of change than
Government ever could alone, ensuring that we never again foster a culture of
“Drive to Qualify.”

As you know, we are requesting $150 million for the second year of the Sustain-
able Communities Initiative. Additionally, Senator Dodd and Rep. Perlmutter have
introduced legislation that would make some of our initiatives permanent, and we
will work in consultation with the two authorizing committees as the legislative
process moves forward. Working closely with this subcommittee and the authorizing
committee, we would use these funds for the following:

—A second round of Sustainable Communities Planning Grants administered by
HUD in collaboration with DOT and EPA. As described above, these grants will
catalyze the next generation of integrated metropolitan transportation, housing,
land use and energy planning using the most sophisticated data, analytics and
geographic information systems. Better coordination of transportation, infra-
structure and housing investments will result in more sustainable development
patterns, more affordable communities, reduced greenhouse gas emissions, and
more transit-accessible housing choices for residents and firms.

—Additional investment in Sustainable Communities Challenge Grants, also as
described above, to help localities implement Sustainable Communities Plans
they will develop. These investments would provide a local complement to the
regional planning initiative, enabling local and multi-jurisdictional partnerships
to put in place the policies, codes, tools and critical capital investments needed
to achieve sustainable development patterns.

—The creation and implementation of a capacity-building program and tools clear-
inghouse, complementing DOT and EPA activities, designed to support both
Sustainable Communities grantees and other communities interested in becom-
ing more sustainable. HUD’s focus will be on buttressing the capacity of land
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use and housing stakeholders, while DOT will focus on building capacity and
providing tools for transportation professionals. EPA will bring their decade-
long expertise in technical assistance and research to the Partnership.

—A joint HUD-DOT-EPA research effort designed to advance transportation and
housing linkages at every level where our agencies work together.

—All three agencies will collaborate on providing guidance to fiscal year 2011 Sus-
tainable Communities grantees to assist them to implement their projects and
programs.

I also would like to say a word about the various roles of the three agencies with-
in the interagency partnership. Each agency has clear and defined roles: HUD will
take the lead in funding, evaluating, and supporting integrated regional planning
for sustainable development, and will invest in sustainable housing and community
development efforts. DOT will focus on building the capacity of transportation agen-
cies to integrate their planning and investments into broader plans and actions that
promote sustainable development, and investing in transportation infrastructure
that directly supports sustainable development and livable communities. EPA will
provide technical assistance to communities and States to help them implement sus-
tainable community strategies, and develop environmental sustainability metrics
and practices. The three agencies have made a commitment to coordinate activities,
integrate funding requirements, and adopt a common set of performance metrics for
use by grantees.

Allow me to explain to the subcommittee how our interagency collaboration—and
your support—is already producing results. In the first round of DOT’s TIGER grant
program under the Recovery Act, DOT awarded $25 million for the Woodward Ave-
nue streetcar project in Detroit. Both HUD and EPA brought critical information
and perspectives to the table when the three agencies reviewed Detroit’s application.
HUD was able to bring to DOT’s attention community development activities al-
ready planned or underway in the Woodward Avenue corridor. EPA was able to
highlight Brownfield remediation efforts in the vicinity of the project which will
allow abandoned properties along the streetcar line to be “recycled” for economic de-
velopment and affordable housing. In the past, DOT would not have had access to
this information and a project with so much promise might not been selected.

This is a prime example of how I believe, Secretary LaHood believes, and Presi-
dent Obama believes, Federal agencies must begin to partner with one another to
make the biggest possible impact on the ground.

Finally, I want to say that with our Choice Neighborhoods demonstration, which
will be soon underway, HUD will be aiming to prove that neighborhoods can be a
platform for a new kind of sustainability—bringing to bear private capital and
mixed-use, mixed income tools to transform all housing in a neighborhood.

But creating true neighborhoods of choice—where lower-income families can find
opportunity and higher income families would choose to live, for their location, their
uniqueness, and their amenities—requires we bring HUD’s fair housing policies,
which have remained largely unchanged since the Fair Housing Act was passed in
1968, into the 21st century. With consultation from Ron Sims, HUD’s Assistant Sec-
retary of Fair Housing and Equal Opportunity, John Trasvina, is adopting a broader
definition of fair housing that includes not only the racial makeup of housing, but
also its orientation to opportunity—to public transportation and job centers.

Armed with this broader set of criteria with which we can better understand seg-
regated development patterns, HUD can not only help communities identify long-
standing demographic and development challenges with new technologies such as
geospatial data analysis—more importantly, we can help them with new develop-
ment strategies and targeted technical assistance. This is not just enforcement—but
what the law calls “Affirmatively Furthering Fair Housing.”

Building on this direction, Deputy Secretary Sims and I have instructed Shelley
to collaborate with Assistant Secretary of Community Planning and Development
Marquez toward that end as we develop HUD’s new Consolidated Plan.

With housing-specific resources like vouchers, counseling and Choice Neighbor-
hoods, to new financing tools for transit-oriented development, to incentives that en-
courage the repurposing of polluted land for affordable housing development, we can
help communities coordinate the use of all available resources to turn segregated
neighborhoods of concentrated poverty into integrated, healthy, sustainable commu-
nities.

That is why I believe this office reinforces President Obama’s commitment to en-
suring all Americans have the opportunity to participate in real community change.
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CONCLUSION

My testimony today has focused largely on the work and agenda of HUD’s Office
of Sustainable Housing and Communities. We recognize that $150 million alone is
not sufficient to meet the demand for sustainable communities. That is why I be-
lieve the real size of my sustainable budget is really $44 billion. That is the size
of HUD’s fiscal year 2010 budget—and we intend to begin using every dollar of it
to put more power in the hands of communities and more choices in the hands of
consumers.

These efforts are motivated by a belief that when you choose a home, you don’t
just choose a home. You also choose transportation to work and to school. You
choose public safety for your children. You choose a community—and the choices
available in that community. And I believe that our children’s futures should never
be determined—or their choices limited—Dby their zip code.

We want to again express our deep appreciation for the subcommittee’s support
for this bold, and necessary, new initiative. As I say frequently, our ultimate goal
is to harness the entire HUD budget as a force for creating greener homes and com-
munities everywhere in America. We look forward to working with the sub-
committee to advance that goal and I look forward to our continued progress
through the proposals outlined in the fiscal year 2011 budget.

APPENDIX A

HUD-DOT-EPA Interagency Partnership for Sustainable Communities

Livability Principles—June 16, 2009

Provide More Transportation Choices.—Develop safe, reliable, and economical
transportation choices to decrease household transportation costs, reduce our Na-
tion’s dependence on foreign oil, improve air quality, reduce greenhouse gas emis-
sions, and promote public health.

Promote Equitable, Affordable Housing.—Expand location- and energy-efficient
housing choices for people of all ages, incomes, races, and ethnicities to increase mo-
bility and lower the combined cost of housing and transportation.

Enhance Economic Competitiveness.—Improve economic competitiveness through
reliable and timely access to employment centers, educational opportunities, services
and other basic needs by workers, as well as expanded business access to markets.

Support Existing Communities.—Target Federal funding toward existing commu-
nities—through strategies like transit oriented, mixed-use development, and land
recycling—to increase community revitalization and the efficiency of public works
investments and safeguard rural landscapes.

Coordinate and Leverage Federal Policies and Investment.—Align Federal policies
and funding to remove barriers to collaboration, leverage funding, and increase the
accountability and effectiveness of all levels of government to plan for future
growth, including making smart energy choices such as locally generated renewable
energy.

Value Communities and Neighborhoods.—Enhance the unique characteristics of
all communities by investing in healthy, safe, and walkable neighborhoods—rural,
urban, or suburban.

REGIONAL PLANNING GRANTS

Senator MURRAY. Thank you very much to both of you for your
testimony today.

We will begin a round of questions, just so everybody knows, this
is the Senate. We are going to have a vote here in a few minutes,
apparently. So I will begin by asking my questions, and when the
vote is called, I will turn it over to Senator Bond, and I will go and
come back. So, hopefully, we can keep this moving.

As we engage our stakeholders in discussions about the partner-
ship for sustainable communities, it is really apparent that the
terms “sustainability” and “livability” aren’t easily defined. And the
reality is, there isn’t one type of sustainable or livable community.

The administration has been clear that plans for sustainable
communities will be locally driven, but at the same time as the
subcommittee considers the administration’s funding request, it is
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important to understand what types of projects will fit into these
principles of livability developed as part of the interagency partner-
ship.

So, Secretary Donovan, let me start with you. What specific cri-
teria is HUD going to be using to determine if regional and commu-
nity plans meet the goals of sustainability?

Secretary DONOVAN. I think there are a number of key things
that we are looking for up front in the applications for these
grants. And then I want to be clear, and I think you said this well
in your opening statement, we need to make sure that this is about
local efforts because one size doesn’t fit all, but we also have to set
clear standards for accountability and showing results.

Those results will be dependent on the specifics of the local plan,
but will include a range of outcomes like lower cost of living for
households, including the combined costs of housing and transpor-
tation, lower infrastructure costs for communities as well. And
what we will see as a result of that is more disposable income and
more resources available at the State and local level available, as
Secretary LaHood said, because we will be able to lower costs for
infrastructure investment and other forms of investment.

In terms of the criteria, we are looking for very clear regional
partnerships in our regional planning grants. There must be evi-
dence of collaboration among the various local jurisdictions that
will be competing. We are looking for capacity to use and leverage
funds effectively, and we are looking for real evidence of the capac-
ity to do planning efforts, whether it is through direct capacity at
the local or regional government level or whether it is with non-
profit or other types of partners like regional planning organiza-
tions or councils of government that often play the lead function in
these kind of planning efforts.

Senator MURRAY. So I am hearing you say that you are more in-
terested in the integrated planning process rather than the specific
details?

Secretary DONOVAN. I was talking about the regional planning
grants. Those will be the key criteria. That is right.

Senator MURRAY. Okay. And I am going to turn it over to Sen-
ator Bond because the vote has been called and let him do his
questions, and I will come back and have a number of additional
questions that I will ask.

NON-MOTORIZED TRANSPORTATION

Senator BOND [presiding]. Thank you, Madam Chair, and thank
you for your statements gentlemen.

Secretary LaHood, I have a letter that I assume you have seen
from the Transportation Construction Coalition dated—what was
the date of this letter? We received it yesterday. Ah, Bella has
kindly passed it up.

These are the associations engaged in road building and the
unions that engage in it. And I thought they raise some good ques-
tions. They state that any definition of “livability” must recognize
that non-motorized transportation is a viable solution in certain
areas, and in our major cities, we appreciate the support for mass
transit.
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And I told you Columbia, Missouri, is the one city in the State
that has really gone wild with bicycles. They love to bike, and they
have theirs. But there are a lot of communities, good-sized commu-
nities that don’t have public transportation, and it is too far to
bike. And the conditions are not safe.

And they are concerned that—another concern they have is that
transportation goals and transportation policy is usually set in
multiyear reauthorization bills. They are concerned that the pro-
posal that takes $200 million out of the highway measure to put
it in livability, as I think the chair mentioned, may reflect a view
that we want to get rid of auto transportation.

I don’t know if this quote is accurate, but I have an article stat-
ing that last year at a National Press Club event, a panel moder-
ator said—and some of the highway supporter motorists groups
have been concerned by your livability initiative. He said is this an
effort to make driving more tortuous and to coerce people out of
their cars?

And according to the article, you answered, “It is a way to coerce
people out of their cars.” Is that an accurate reflection of what you
said?

Secretary LAHooD. Well, first of all, I haven’t seen the letter. I
was in Houston yesterday.

Senator BOND. Oh, okay.

Secretary LAHOOD. And they didn’t provide the courtesy to
present the letter to me. So I don’t have access to it.

Senator BOND. It was addressed to us, and I thought

Secretary LAHOOD. Senator Bond, I have been all over the coun-
try. I have been to 80 cities. I have been to 35 States. I was in
Houston yesterday, which probably has more highways maybe than
any other place in the country. We had a meeting there around the
authorization bill. It is our fourth meeting that we had.

We have had one in New Orleans. We had one in Minneapolis.
We had one in Los Angeles, and we had one in Houston yester-
day—and nobody has more highways than Texas does.

What I told those folks is what I have told people all over the
country not only at these meetings, but everywhere I have gone.
We have a state-of-the-art interstate system in America. We have
very good roads, and at DOT, we have an obligation to maintain
our roads to make sure they are fixed up. In places in the country
where they need more capacity, we are for that. So the idea that
we are giving up on our road program, or we don’t care about it,
or we don’t care about our highways is nonsense.

But I can tell you this. Wherever I go, people are sick and tired
of being stuck in cars and in congestion. People want other alter-
natives. When we hear that, we feel an obligation, as the U.S. De-
partment of Transportation, to help create the kind of opportunities
that people want.

In some communities, people want more transit. Now that can be
light rail. It can be a bus. It can be a streetcar. Streetcars are com-
ing back to America. In some communities, it can be a walking
path or a biking path, and in some communities, it may be more
capacity on an interstate, like they have done in Miami, where they
put another lane right down the middle of the
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HIGHWAY TRUST FUND

Senator BOND. Mr. Secretary, I am beginning to run short of
time, and I have worked on all those things, and I have made—
I have asked for grants for things like that, and we talked about
the place-based green city in Kansas City. That is something that
came from the bottom up, from the leaders of the community with
the leadership of my good friend Congressman—and we call him
Reverend—Emanuel Cleaver has been very strong on that, and I
have supported that. That comes from the bottom up.

Now a lot of these things, they all want money that most of it
comes out of the Highway Trust Fund. And the Highway Trust
Fund is strangled, and they want to know why we have got all of
these non-motorized uses for highway—for the Highway Trust
Funds when we have a lot of roads, a lot of areas that need better
roads in Missouri.

But the basic question I asked was this is a quote from the
American Spectator, I guess April 19 of this year, talking about
last year. Did you say at the National Press Club it’s a way to co-
erce people out of their cars?

Secretary LAHOOD. Yes sir.

[The information follows:]

I believe you are referring to a question that came up at a speech I gave at the
Press Club in early 2009. The moderator asked if this was an effort to make driving
more difficult and to “coerce people out of their cars”. I said that it was, and that
people already dread getting stuck in their cars in traffic for hours. My point was

that people want to get out of their cars and it’s our role to create those opportuni-
ties for people who want to use streetcars, bicycles, or light rail.

Senator BOND. That is inaccurate? Well, I think a lot of people
may see that and be very much concerned because——

Secretary LAHooOD. Well, I have been quoted a lot of places
around the country, Senator. There have been a lot of quotes that
people have used. But I wish—and that is the reason that I

Senator BOND. Well, that is all right. I gave you the opportunity
to answer it and say it wasn’t—you didn’t say that. So that is good.

Secretary LAHoOD. No, but look——

Senator BOND. You answered the question.

Secretary LAHOOD. I have been to 80 cities in 35 States, so I
have been quoted a lot. I have given a lot of speeches, and what
I just told you is the accurate point of view from the Secretary of
Transportation about our priorities. We have a state-of-the-art
interstate system. We are not giving up on it. If people need more
capacity, they will tell us that.

Senator BOND. We are telling you that. We need it in Mis-
souri

Secretary LAHOOD. I know you are telling me that, but I am also
telling you what other people are telling me about other kinds of
things they want in their community.

HIGHWAY TRUST FUND

Senator BOND. Okay. Well, I will tell you something. Your basic
responsibility is the core transportation needs, and we put money
into the Highway Trust Fund, and taking it out for livability, sus-
tainability, that is greeted with a minimum amount of high enthu-
siasm by the people who need the roads. So I think we all have the
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same goal. We all have the same goal to make sure that the com-
munities in States around this country and areas that are too dis-
persed even to be considered a community, where people nec-
essarily live and farm are part of and thriving parts of every State
in the Union.

And what I am concerned about is the focus that we—I know you
like to bike, and I certainly want to respect bikers, but we need a
lot of roads. And we are working on bridges, and we appreciate
your coming to help get us another bridge across the Mississippi
River. I had a battle on the floor with a good friend of mine who
comes from a very dry State who didn’t know why we were spend-
ing any highway dollars on a bridge.

I said in your State, you don’t need bridges. But if you live in
Missouri and want to get to Illinois, you better have a bridge or
a car with water wings. Now you were there to help us meet one
of the top priorities. That was a priority identified by the leaders
in the community, the people in the community.

And that is what I'm saying. I'm saying these should come from
the bottom up. And to the extent that we pay into the Highway
Trust Fund, we need those dollars and we need more dollars in the
Highway Trust Fund than we are able to put on the—lead on the
target now.

But let me go on to another question. Can you explain the dif-
ference between livability and the FTA’s definition of transit-ori-
ented development?

Secretary LAHoOOD. Well, Senator, let me, first of all, just say
that this bottom-up idea, that is the reason I have been to 35
States and 80 cities. I agree with that. The reason we go out to
these places is so we can listen to people and hear what they have
to say.

In some places in the country, people do want more roads, and
they want more capacity, and we feel at DOT that has to be part
of our priority. I would say just as counter to—I know the Highway
Trust Fund is set up out of the receipts that come from the gaso-
line tax. But I will tell you, sir, that when you all extended the pro-
gram, twice now, and extended it through December, the $35 bil-
lion, almost $40 billion to pay for that came from the general
fund——

Senator BOND. Right.

Secretary LAHOOD [continuing]. Which is taxes paid by all the
taxpayers. So, the idea that we are trying to take Highway Trust
Funds and use them for other things than highways—part of the
money came from the general fund, which is paid for by all the tax-
payers, who, in some instances, want something more than just
roads. I just—I have to put that on the record.

Senator BOND. We know that, and we need to have your rec-
ommendations for funding the Highway Trust Fund and also fund-
ing all the transportation needs. And when we get to electric cars,
we are having more and more electric cars. That is good for the en-
vironment. It saves gasoline. It reduces imports. How are we going
to make sure that the electric cars that are on the roads—and I
happen to live in a small community which is assembling electric
cars, and we believe in them.
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But how do you get the trust fund—how do you get the money
into the basic high programs because these little supersized golf
carts need to drive on highways, too? I hope you will have a rec-
ommendation for that.

TRANSIT-ORIENTED DEVELOPMENT

Secretary LAHOOD. Well, let me answer your question about FTA
and the criteria. We changed the criteria because almost from the
first day that I appeared before any of these committees on the
Senate side, every Senator would ask how come it takes 10 or 12
years to get a New Starts program?

Because our criteria was very limited, and by expanding the cri-
teria, we can shorten the period of time within which New Starts
can begin and really give more communities more opportunities to
really begin the kind of New Starts and transit that they want to
do. That is the reason that we really wanted to change the criteria.

Senator BOND. Well, one of the things that was most important,
we worked very hard on the SAFE-T, and I happened to be the
head of the subcommittee in EPW that worked on it. We put some
streamlining in there to make sure that all of the relevant ques-
tions were asked and answered, but one time only because the cost
of starting has been delayed so much and there is so much addi-
tional cost by all of the regulations, overlapping regulations that
are added without considering reducing existing limitations.

I hope that you will look at how you can streamline that to—they
are telling me I have got one minute left on the vote. Oh, well. You
win some. You lose some.

But I hope that you will do that, and I am sorry I haven’t had
a chance to discuss with you, Mr. Secretary, some of my concerns
about this. We will submit those for the record. And I guess it
would be appropriate to say that the subcommittee will stand in re-
cess until the return of the chair.

And I thank you very much, gentlemen.

Secretary LAHooOD. Thank you.

Senator BOND. It is always enlightening. I am sorry, Secretary
Donovan, we will have more of a chance to talk later.

Thanks.

Senator MURRAY [presiding]. I bet you are glad to see me back.

Secretary LAHOOD. We are very glad to see you, Madam Chair.

METROPOLITAN PLANNING ORGANIZATIONS

Senator MURRAY. I am glad to see you as well. Sorry for the
pause and I appreciate both of you waiting for us. We are back in
session again.

Let me go right back to my questioning, and I wanted to turn
to you, Secretary LaHood. As part of the fiscal year 2011 budget,
you have requested $200 million to increase the capability of met-
ropolitan planning organizations, MPOs. Under this proposal, will
you select those MPOs based on their need to improve their plan-
ning capabilities or their interest in livability projects?

Secretary LAHooOD. Well, first of all, we think the MPOs play a
very important role. In your absence, Senator Bond was talking
about how these ideas need to bubble up from the communities.
And we believe in that. And we believe that the MPOs are a very
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good mechanism to do that. As I said to Senator Bond, I have been
to 80 cities in 35 States. We have held four hearings around the
country around the idea of transportation policy tied into with our
friends at HUD and EPA.

What we are hearing from people is that we are always going to
need roads, but there are lots of other things that communities
want in terms of transportation. Some communities want light rail.
Some want more buses. Some want to get into the streetcar busi-
ness. Some want more walking and biking paths. So our decisions
will be based on what bubbles up from the MPO.

I think people recognize that we have a pretty good system of
highways and roads around the country, and I think what the
MPOs are going to be hearing about is other opportunities for
transportation that can be tied into affordable housing. So, I think
some of it will be based on what the MPOs have to say, but I think
everybody knows now that livability and sustainability include not
only roads, but they include a lot of other things, too.

Senator MURRAY. But when you look at those proposals and you
are evaluating them, are you looking at whether they have put in
place good planning and are capable of doing that? Or are you look-
ing more at whether it actually is livability?

Secretary LAHOOD. I think we are probably going to look at it in
terms of what their capacity has been to do the planning and to
do it on a regional basis and incorporate a lot of different forms of
transportation. In some instances, I think we will try to enhance
their ability to do that.

For example, in Houston yesterday, I talked to the mayor, and
she is very concerned about how far a reach her MPO goes and who
should be included and those kind of things. In some instances,
MPOs do need some enhancement, and some more staff capability
to try to incorporate livability not only in an urban area, but also
there are great concerns about rural transportation and rural
areas, and how do you incorporate their priorities?

So I think we are going to be looking at the capability of MPOs,
what their thinking is, and how we can really enhance their ability
to carry out the agenda that the community wants.

SMALL AND RURAL COMMUNITIES

Senator MURRAY. Okay. The idea of a sustainable or livable com-
munity sometimes doesn’t resonate in some of our smaller or rural
communities. The terms that are associated with concepts like “in-
creased density” and “congestion pricing” and “transit-oriented de-
velopment” just don’t resonate in small communities. But small
and rural communities do need improved planning and need to ad-
dress land-use issues, which is really actually why this sub-
committee included a set-aside within the regional planning grants
to support planning efforts in regions with populations of less than
500,000.

Secretary Donovan, can you explain how HUD will make sure
that smaller regions benefit from these grants and maybe give us
some examples?

Secretary DONOVAN. Sure. First of all, I think the set-aside is
very important. In fact, one of the things that we heard in the feed-
back that we got and the sessions we have done around the plan-
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ning grants is that, in fact, 500,000 may be too large in some cases.
And so, one of the things that we are looking at is finding ways
to ensure we get even to smaller regions and communities beyond
the 500,000.

So I think that was a clear piece of feedback that we heard and
one of the ways that we are looking at right now. I guess another
thing I would say is I think you make a very important point about
not painting livability with too broad a brush because it does vary
so much by community. Secretary LaHood was just talking about
how we need to listen to those local communities.

One of the things we consistently hear around smaller towns and
rural areas is for seniors in those communities, the difficulty of
linking up housing with transportation options. And obviously, you
are not going to put in a streetcar line or you are not going to have
the same kinds of solutions, but there are very important transpor-
tation solutions like vans or other kinds of transit options that can
be flexible in rural areas that are available particularly for seniors,
and we have been looking at ways to link up housing to those kinds
of efforts as well.

So there are very specific things like that, examples like that
that we have heard out of these sessions and that we are incor-
porating into the criteria that we will have for those smaller places,
as well as implementing the set-aside and looking at ways to even
to get to smaller places. So those are a few examples.

DATA COLLECTION FOR SMALL COMMUNITIES

Senator MURRAY. Okay. Secretary LaHood, your proposal seeks
to increase the capacity of MPOs by improving data collection and
computer modeling capabilities. Oftentimes, those things work bet-
ter for large communities with really complex transportation chal-
lenges. How will those grants benefit smaller MPOs and commu-
nities, or communities that don’t have an MPQO?

Secretary LAHOOD. Well, we think there needs to be some reform
to MPOs to make sure that in past instances where the rural com-
munities have not been at the table, that they can be at the table,
that their transportation, housing and other needs are really being
addressed. There are a couple of programs that Secretary Donovan
mentioned in which transit districts have established contracts
with smaller communities where they do provide transportation
services so people can make a doctor’s appointment or go to the
grocery store or go to some other opportunity that they want in a
larger city.

We are going to work with MPOs on the idea that there has to
be the kind of outreach that incorporates transportation and other
needs that people have in rural communities. We know that many
people want to retire in the communities where they have raised
their children, where they farmed, or where they have lived all
their lives, and still have access to the larger metropolitan areas.

So, we have funded in the past some transportation opportunities
for some communities, but we really need to make sure the MPOs
are taking these kinds of considerations into account when they are
putting together their plans.
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FUNDING FOR INFRASTRUCTURE

Senator MURRAY. Okay. Well, most of the transportation plan-
ning is done by the MPOs. Elected officials sit on the boards of
MPOs, but they are still different organizations than the State or
local governments who actually fund transportation projects.

Secretary LaHood, your planning grants mainly go to those
MPOs, but State and local governments tell us they have huge
backlogs of infrastructure needs, and the Federal Government
needs to find a way to fund more of the transportation projects.
And I think we all agree there is a tremendous need to invest in
our Nation’s infrastructure.

So how do you address the concerns that are given to us by State
and local governments who are trying to find a way to fund their
infrastructure needs?

Secretary LAHOOD. We hope that you all in Congress will con-
sider the kind of opportunities that were presented to communities
for direct funding through the TIGER program. We had $1.5 bil-
lion. We had $60 billion worth of requests. That $1.5 billion went
directly to communities, directly to transit districts, bypassed other
bureaucracies.

When you get $60 billion worth of requests, which we did, you
get a lot of creative ideas and a lot of good ideas. The reason there
is such a pent-up demand is for the reason that you just said—be-
cause they have been overlooked by either a State government or
a larger metropolitan area. We think this program worked very
well, the way it was intended, to go directly to very creative ideas
in communities that have been bypassed.

So the MPOs also should incorporate elected officials. If there is
a small town mayor, they ought to have a seat at the table and be
a part of the planning process. I think there will be some debate
about whether they have an equal voice or not, but the point is
they ought to be at the table.

The TIGER program worked well because it went directly to very
creative ideas that have been bypassed for years.

CHALLENGE GRANTS

Senator MURRAY. All right. Well, as I mentioned in my opening
statement, cities across the country like Bellevue in my home State
have already developed projects like the Bel-Red Road that really
exemplify both of your efforts to build livable communities. Belle-
vue has already done its planning and permitting. So I want to
hear from both of you on what you would tell Bellevue or other cit-
ies like that where they would now look for Federal funding for the
next phase of Bel-Red Road or similar projects that have finished
their planning and permitting processes.

And Secretary Donovan, let me start with you.

Secretary DONOVAN. And let me just build on the prior question
as well. It is one of the reason we felt that having the challenge
grants that would go directly to local governments were an impor-
tant complement. We realized that, I think as Ray said, the re-
gional component of this, making sure that the regional organiza-
tions, whether it is an MPO. In rural areas, there are many places
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where you have regional organizations that aren’t MPOs, but there
are other types of organizations that cut across.

Those are important, but also we have to go directly to local gov-
ernments for the kind of planning and implementation that is im-
portant as well. So I think we have a balanced approach that recog-
nizes you have to work with both kinds of organizations.

In this case that you are talking about, I think it is the Bel-Red
project that is there, there are a couple of things I would say on
the HUD side, and Secretary LaHood could talk about the DOT
side. Specifically, what we often see with these kinds of projects is
that they create the opportunity for significant new housing devel-
opment.

They create demand around the stops on a line like that. And the
challenge grants, as well as the DOT TIGER II planning grants
that we are looking at putting together in one application or one
NOFA process, those could be used, for example, to do zoning stud-
ies and really build out all of the specifics around the development
that would take place around those transit stops. That is one exam-
ple of how specifically it could be used there.

A second would be our CDBG funding, which could be used for
street improvements or a range of supporting investments to the
actual transit line. This is exactly the kind of synergy I was talking
about with the Detroit investment that the TIGER grant was made
there. So those are a couple of examples of the way what we can
do through this sustainability partnership would support the kind
of investment and planning that they have already done.

Senator MURRAY. Okay. Secretary LaHood?

Secretary LAHOOD. We think that the collaboration that we are
doing will enable people to have affordable housing and affordable
transportation, in some communities, it could be a streetcar line,
in other communities, it could be light rail, in other communities,
it will be transit through bus services.

The collaboration enables not only other forms of transportation
besides an automobile, but affordable housing along the way. We
have been around the country and seen where this has worked
very, very well. Where there is good planning, you can make it
happen, and you can actually talk about livable neighborhoods.
Then, really building on the whole livable community’s idea, you
create not only affordable housing and the amenities that go in
neighborhoods, but also good transportation that goes along with it.

TRANSPORTATION INVESTMENTS

Senator MURRAY. Okay. As both of you know, each State and
local government has a different relationship with their MPO. In
some cases, the plans are a valued part of the process. But in oth-
ers, they are largely ignored. How can you be sure that invest-
ments in better planning will actually lead to better investments
in transportation projects?

Secretary LAHooD. These MPOs have to be very inclusive. They
have to include the rural areas.

SMALL TOWNS AND MPOs
Senator MURRAY. So you will be looking at that?
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Secretary LAHOOD. Absolutely, small towns and the connectivity
that can be created around the metropolitan areas. In the city of
Denver, the mayor brought all of the suburban Denver area in, and
collaborated with them on plans. Now they have one of the really
unique transit plans in the country, which runs six transit lines
into their Union Station, where there will be an Amtrak capability.

So, you create the kind of capacity for people from the suburban
areas, and you take their ideas about the mobility that they want
around the urban area. It has to be very inclusive, and it has to
include rural and suburban in the case of a city like Denver or
even Chicago, which Mayor Daley has done the same thing and
been very inclusive with the suburban area.

So, you have a couple different systems: you have the metro sys-
tem that delivers people from the suburban area into the city of
Chicago, you have the Chicago Transit Authority, where people can
get around there, and you have trains that go to the airport, and
it is connected. This is the kind of thing that really needs to be
done if you are really going to provide the kind of alternatives that
people want.

Senator MURRAY. Okay.

MEASUREMENT CRITERIA

Secretary DONOVAN. I would just add to that I think in addition
to the important work we will obviously do in evaluating these ap-
plications, are the plans credible? Is there real evidence of collabo-
f_atiog, as Secretary LaHood is talking about, across jurisdictional
ines?

I also think it is critical that we set up specific measurement cri-
teria as a result of the process. Again, we are not going to impose
a single set of criteria up front. That has to come from the ground
up. But it is clear that having impacts like reducing costs of com-
bined housing and transportation, reduction in

Senator MURRAY. So you will set that out up front, this is what
we expect to see?

Secretary DONOVAN. Exactly. To say, out of these applications,
we are going to agree to a set of criteria. We want to see the cri-
teria that you are proposing. We will work with you on those, and
then we will agree to a set of metrics that will have to be met from
the plan.

And that way, everybody knows what success looks like up front.
We are not going to dictate that, but we have to at least know that
there is something to be accountable to.

LIVABILITY

Senator MURRAY. Well, following on that, what changes would
you expect to see from a community after it has developed this in-
tegrated plan? Do you see the community using Federal housing
programs like CDBG or section 8 in a different way?

Secretary DONOVAN. I certainly think that we will see lower
costs, and that is in a range of different areas. I would hope that
we would see lower commuting costs, which would also be able to
bring down emissions as well. We would see families with more in-
come available. And certainly, I would expect to see lower costs on
the HUD side for the taxpayer as well.
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What we see with the investments we have made from the Re-
covery Act in greening our housing stock, typically we see those in-
vestments pay for themselves in 3 to 5 years. So any savings that
go beyond that, and these are annual savings, is net savings to the
taxpayer. So we certainly expect to see lower utility costs in the
long term that will help on the budget side with, as you know,
what we have seen under the recession, increasing costs in section
8 and other programs. So I think this is a significant advantage as
well.

Senator MURRAY. So I am assuming that one of the things you
are looking at in proposals is, at the end of the day, does that com-
munity envision having lower costs as a result of their planning?

Secretary DONOVAN. Absolutely. How we measure those costs
may be different in different communities, but in just about every
example that I have seen—urban, rural, different types of metro
areas—we see that.

We see more efficiency in infrastructure investment, and this is
one of the things that I think is so important about these principles
is where we have a community, whether it is because of
brownfields or red tape from HUD is standing in the way of mak-
ing investments in places that already have infrastructure, we
should be able to achieve lower infrastructure costs because we can
recycle, if you will, existing infrastructure that is there, improve it
rather than having to have to continue to sprawl in ways that have
negative impacts on families, but also on infrastructure cost.

Secretary LAHOOD. Can I just say that as a result of the work
that you have done, Madam Chair, this idea of these kinds of
transportation opportunities coming from the grassroots up, the
whole ferry service, which is very unique to your part of the world,
and there probably aren’t any—there are very few other places
around the country like this. But that is an integral part of the
transportation for people to get back and forth to work, to housing,
or to schools or whatever.

Those opportunities to create multimodal forms of transportation
have to come from the ground up, have to come from the MPOs,
and have to come from the idea that not one size fits all.

CAPACITY-BUILDING FUNDING

Senator MURRAY. Okay. Let me turn to some questioning about
the roles and responsibilities of the agencies.

In last year’s funding we provided to HUD for the Sustainable
Communities Initiative, the administration has worked to clarify
the roles that each agency is going to play in this partnership. And
under those new defined roles, HUD is going to focus on integrated
planning efforts and updating zoning codes. DOT is going to focus
on capacity building. EPA will focus on administering technical as-
sistance.

Now I understand that those roles were established in part to
avoid duplication of effort among the different agencies, and that
is important. But I am concerned that when we make those distinc-
tions up front, we just are reinforcing the old stovepipes.

So, Secretary LaHood, can you provide some more detail on what
you see as DOT’s role in providing capacity-building funding?
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Secretary LAHOOD. Well, I don’t know if there has been another
time when three agencies, three big agencies of the Government
have ever sat down at a table together and began discussions about
how we were going to share resources, how we were going to col-
laborate. This is an extraordinary opportunity, I think, for the
country as we get into an authorization bill, as we get into a trans-
portation policy, as we try to provide affordable housing.

We each have our expertise, and we have our resources. The
point here is, we are willing to share our expertise and some of our
resources if it can be brought to bear on affordable housing and
where people want to live. We know what our role is, but obviously,
we have expertise in transit, and we have expertise in highways,
and we have expertise in other forms of transportation.

But collaborating with where people want to live and have af-
fordable housing, has not really ever been done before. So, we are
going to bring our own expertise, and look at a holistic point of
view, not from a sort of a tunnel vision that you build a road here
and then you hope that maybe somebody will build some houses.
Or you see some houses, and how people are really going to gravi-
tate around these communities.

I think the key point here is that we are really looking at it from
a holistic point of view and coordinating and collaborating and get-
ting good ideas from people who are in these communities.

HUD’S ROLE

Senator MURRAY. Secretary Donovan, you are supposed to focus
on planning, but it seems to me that planning is about capacity
building. So maybe define for me better what you see your role as.

Secretary DONOVAN. I think you raise a very important question,
I think, about how we make sure that we are not duplicating roles
because I think that a lot of the work that we have done to try to
define clear roles is to make sure that we are not replicating exper-
tise that Ray has in his agency, at HUD that we are not hiring
more folks than we need or spending more than we need to spend
in terms of making these happen.

But also recognizing, as you said correctly, that the lines are not
perfectly clear and if we try to make them too hard that we can
end up replicating the silos, and I think it is the right balance to
strike.

Let me maybe use an example in what we are looking at with
the planning grants that we have, our challenge grants. We looked
at this, and we said, look, DOT has $35 million in funds that could
be used for similar purposes, but not exactly the same. We are
going to come together to evaluate, but we will be awarding these
funds depending on the specifics of what that community needs.

If it really is more of a transportation planning effort that is spe-
cifically around, say, a streetcar line or something like that or a
ferry line or whatever it might be, Secretary LaHood’s team would
provide the funding there. We might provide the funding if it is
more specifically, say, an inclusionary zoning effort or a transit-ori-
ented development around there. And there may be examples, too,
where we would both combine funding and provide them.

In those cases, we are going to be providing some capacity build-
ing as well because we are going to be working so extensively with
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the regional planning organizations, the MPOs, and others. There
is real expertise at Department of Transportation in doing that.
That is why we felt it was appropriate for them to be the lead.

They being the lead doesn’t mean we wouldn’t also provide tech-
nical assistance——

Senator MURRAY. So you don’t see that as the sole responsibility
is going to be them?

Secretary DONOVAN. It is not a sole, but it is making sure we un-
derstand who is leading and who is following. If there is a more
specific issue, for example, around zoning codes, land use, those
issues, we would step in. If there is a brownfields issue, obviously,
EPA would step in and be able to provide the technical assistance.

But really, the leadership and the greatest experience on this
was in DOT. That is why we felt like on that technical assistance
side, they ought to be leading that effort. I hope that clarifies it.

BARRIERS TO NEW STARTS PROGRAM

Senator MURRAY. Yes, it does. And what I hear you saying is you
are using your own expertise, you are sharing it, which is new, and
you are not exclusively limiting yourself to your one area?

Secretary DONOVAN. Right. And the biggest risk here, we don’t
want to reinvent the wheel——

Senator MURRAY. Yes.

Secretary DONOVAN [continuing]. Where we have that capacity.
It is more cost effective, and that means we have to be in the same
room and understand who is leading and who is following.

COST EFFECTIVENESS

Senator MURRAY. Okay. All right, very good.

Secretary LaHood, I wanted to talk with you, I was really happy
to see your announcement in January that the Department is now
going to consider other important factors in addition to cost effec-
tiveness when it is evaluating new transit projects. Cost effective-
ness is obviously important, but I am really happy to see a more
holistic approach that also considers the potential impacts of con-
gestion and the environment and the economy because we know all
of that is important to the places where we live and want to make
them more vibrant and sustainable.

That announcement also highlighted the proactive steps that
DOT and HUD can take to remove barriers that stand in the way
of smart development, and I wanted to ask both of you today if you
can tell me what your Departments are doing now to identify and
eliminate obstacles that are within your power to change?

Secretary LAHoOoOD. Well, by proposing changes rather than just
using economic development, which is an important, obviously, cri-
teria. But taking into consideration several other factors, we think
we can speed up opportunities for funding of New Starts. Really,
I think the main obstacle to really expediting New Start opportuni-
ties and providing funding for it was that we were encumbered by
our own guidelines. Expanding the guidelines and taking other cri-
teria in will shorten the time within which we can really make
these allocations and approve these projects.

In your absence, I told Senator Bond that the most common com-
plaint that I heard at the beginning of my tenure was, why does
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it take 10 or 12 years to get a New Starts program going? Well,
because of all the bureaucracy, I guess, and all the hoops that we
were making people jump through.

It is not that we are not going to be taking a careful look. We
are going to be doing that, but we are going to be looking at other
criteria, such as livability and sustainability and the environmental
benefits of each. The economics are important, and they always will
be. But there will be other things that we will look at, and I think
it will speed up the process.

Senator MURRAY. I am told there is a list available somewhere
in the administration of the barriers that exist. Is that available?
We have been asking for it for over a year now.

Secretary LAHOOD. Well, it is available as far as I am concerned.
We will see if we can get you a copy of it.

[The information follows:]

The Federal Transit Administration (FTA) has, in the past year, rigorously exam-
ined each stage of the project development of New and Small Starts and imple-
mented measures in an effort to make the process move more smoothly and quickly.
FTA has revised its internal business practices and policies as well as the regu-
latory framework of the New and Small Starts program to expedite project delivery.

A number of significant improvements have been made. A major change occurred
in January 2010, when Secretary LaHood rescinded the test established in 2005 re-
quiring New and Small Starts projects to have a Medium or better Cost-Effective-
ness rating to be considered for a funding recommendation in the President’s annual
budget. Consideration for project funding recommendations are now available to
projects that achieve a Medium or better Overall rating, as required by statute.
Cost-Effectiveness no longer trumps all the other statutory evaluation criteria.
Project funding recommendations are now based on the full set of statutory criteria,
including “livability” criteria like environmental benefits and economic development
effects. This change is expected to expedite the project development process because
it removes the need for project sponsors to repeatedly rescope projects to lower their
costs in an effort to meet a Medium cost effectiveness threshold.

To provide better technical support to applicant project sponsors as they advance
toward construction funding, FTA issued new and clarified guidance. FTA also
works with sponsors to develop “roadmaps,” mutually developed action time lines
for advancing projects.

FTA revised its organizational structure by creating an office solely devoted to
New and Small Start project development and by revitalizing its New Starts project
development teams that work one-on-one with applicant sponsors. FTA reduced the
number of submittals required from sponsors. FTA introduced streamlining policies
such as allowing project sponsors to automatically move forward with certain pro-
curement and early construction activities, using local funds eligible for later Fed-
eral reimbursement upon compliance with environmental requirements.

Of particular note, FTA has just issued an Advanced Notice of Proposed Rule-
making (ANPRM) effort to improve and simplify the methodology used to measure
three important criteria used to evaluate New Starts projects. During this ANPRM
effort and subsequent development of a new regulation, FTA will work with a broad
range of stakeholders in public transportation and livable communities to make the
New and Small Starts regulatory framework not only reflect a wider range of the
benefits of transit, but to be more compatible with expedited project development
timeframes.

With those accomplishments behind us, the FTA also expects to announce a sig-
nificant revamping of its project approval processes in the coming months to further
streamline the project decision process and shorten the period it takes to advance
projects to a Federal funding decision.

Senator MURRAY. Okay. We would like that, all right. Secretary
Donovan.

Secretary DONOVAN. I think this is such an important question,
and it goes back a little bit to the issue that was raised before. Is
the Federal Government dictating, absolutely not. We want to work
with local communities.
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One of the things we consistently hear from local communities,
and I think in some ways is our first responsibility, is the Hippo-
cratic Oath, which says “first, do no harm,” and I think that is a
principle we need to follow on this side as well.

One of the great benefits of us coming together in the way that
we have and reaching out to local communities is that we have
heard a lot about where our rules—Ray talked about some of them,
where our rules stand in the way of sustainability at the local
level. In fact, I am not sure which list exactly you might be refer-
ring to. We have a list of 300 comments we have gotten from our
input around the country that is barriers we ought to try and work
on.
Senator MURRAY. Okay.

Secretary DONOVAN. We have begun to work on those. Let me
give you just two quick examples. Let me just give you two quick
examples of the things that we have started to work on already
and the things that we have done.

One of the things we have consistently heard is that our stand-
ards, both for ensuring multifamily buildings or subsidizing them
require outdated environmental reviews that are not state-of-the-
art and often limit how much commercial income a property could
have. Well, what are the effects of that?

We make it way too hard to reinvest in existing communities
that might be close to transit or other things, and we stand in the
way of doing mixed-use development, which is key for livable com-
munities. So that is one example.

A second, by working with—and we have changed that, by the
way. We have now begun to incorporate state-of-the-art environ-
mental standards into the work that we do.

A second example is with the Department of Energy. As we
started to look at their weatherization funding and whether it
could be used on multifamily, what we found was the Department
of Energy partners had to go literally family by family and check
their incomes to make sure that they were low income, even though
HUD is already doing that work each and every year to check their
incomes.

It was a big barrier to doing it. So what did we do? We changed
it. We put out an MOU with Secretary Chu that says here is a list
of 1.5 million apartments in HUD programs that are automatically
eligible for weatherization assistance because of the income level.

Those are just two examples of the kind of barriers that we have
identified already and moved on. And obviously, there is a signifi-
cant list of others that we have heard feedback from that we are
beginning to work on as well.

Senator MURRAY. Okay. If you could share that with the sub-
committee, it would be great. My understanding is there is a joint
list developed by DOT and HUD, and if you could share that with
us and some of the ones that have been removed or what the chal-
lenges are, I would really appreciate it.

Secretary DONOVAN. Yes.

Secretary LAHOOD. Can I just list for the record the six criteria—
you know I mentioned cost effectiveness in the past, but we have
mobility improvements, environmental benefits, cost effectiveness,
operating efficiencies, economic development effects, and public
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transportation supportive land use. That is the expansion that I
was talking about, in addition to cost effectiveness.

Senator MURRAY. Okay, very good.

Well, I appreciate both of your responses to this and look forward
to working with you on that.

Secretary LaHood, I have one other question for you that is not
about sustainable communities, but that is very important to me.
And we will have a number of Senators who will be submitting
questions to both of you.

MEXICAN TRUCKS

And Secretary LaHood, I do need to ask you an important ques-
tion. It is one I brought up with you when you were before our sub-
committee before, and that is about the cross-border trucking issue
with Mexico and the devastating effect of Mexican tariffs on my
Washington State farmers now.

Back in March, I urged you and the administration to move
quickly to craft a plan to resume this cross-border trucking in a
way that would address the safety concerns that were raised dur-
ing the pilot and the tariffs that are imposed right now. You told
me at that time that a resolution was going to be forthcoming soon.

You should know and I want you to know that the effects of that
Mexican tariff have been absolutely devastating to the farmers and
families in my home State now. The tariffs are really undermining
our farmers’ competitiveness. They are killing jobs, devastating
communities.

In fact, in the 2 months since we last talked and you came before
the subcommittee, the ConAgra potato processing plant that is lo-
cated in Prosser, Washington, shut down and eliminated hundreds
of really good-paying jobs. If we don’t address this soon, that is just
going to be the first of what we see. We literally have thousands
of jobs at stake and are in serious jeopardy over this.

I sat down last week with the Mexican ambassador to the United
States in my office because I wanted him to know how harmful this
was, and I told him that I feel very strongly that our Washington
State farmers and our families should not be punished for a diplo-
matic dispute they had nothing to do with.

Well, he told me that Mexico’s president, as you know, is plan-
ning to be here in a few weeks and is bringing this issue up with
President Obama. So my question to you this morning is I want to
know what you can tell me about the administration’s progress to-
ward fixing this problem, are you prepared to resolve this issue
with Mexico during the state visit later this month?

CROSS BORDER TRUCKING

Secretary LAHoOOD. Well, since the program was suspended, we
have worked very hard with the White House and other members
of the Cabinet, President Obama’s team has worked very hard to
put a proposal together. We will be announcing it very soon, and
we will come to Capitol Hill and brief every Senator that has an
interest in what it says and get feedback.

President Obama’s administration’s intention is to restart this
program. It is a part of NAFTA. It needs to be restarted. We be-
lieve if it is restarted that these tariffs will be lifted, which we
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know have had a devastating effect not only on the State of Wash-
ington, but on many other States across the country.

W(le are very close to briefing you and other Senators on the pro-
posal——

Senator MURRAY. Is “very close” sooner than “soon?”

Secretary LAHOOD. It is closer than “soon.”

Senator MURRAY. Okay. Well, this is extremely important to us.
So I will stay in touch with you on this.

Secretary LAHOOD. Yes.

Senator MURRAY. And we are hoping with the President coming
later this month that we can have a resolution of this and move
on.
Secretary LAHOOD. Yes. Thank you.
Senator MURRAY. Okay. Thank you.

ADDITIONAL COMMITTEE QUESTIONS

I would ask at this time that if the subcommittee members have
any additional questions that they submit them for the record.

[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED TO HON. SHAUN DONOVAN

QUESTIONS SUBMITTED BY SENATOR CHRISTOPHER S. BOND
TRANSPARENCY

Question. Secretary Donovan, as discussed during this and previous hearings, I
am still waiting for real transparency in the current administration grant making
process: in other words, at a minimum, Congress and the American people need to
know the substance of the implementation of the program and the decisionmaking
through the Internet or the Federal register, including such information as the basic
requirements for receiving a grant, a list of all grants awarded, to whom and for
how much, and what were the requirements that the grantee met in order to qualify
for a grant, how the grant was awarded (who made the decision, under what basis),
what are the minimum expectations, and a bi-annual review of the status of each
grant including what has been accomplished in contrast to the benchmarks estab-
lished for a successful grant, and what benchmarks apply for the length of the
grant, including in all cases the rate of obligation and the rate of expenditure and
whether the expenditures are consistent with the requirements of the grant. It
seems to me that cost shares and the leveraging of funds also should be readily
available on the Internet so we have access to information about other sources of
Federal, State or private funds that may be used to augment these grant awards.
In brief, what does HUD believe should be the minimum requirements for trans-
parency? What issues should not be subject to transparency? What steps is HUD
currently taking to ensure that HUD grant decisionmaking is open and objective
with benchmarks on the award of grants as well as a process to determine whether
grants are meeting program goals and requirements? Is there a political review
process at HUD which allows political decisionmaking once the underlying objective
criteria process is complete?

Answer. For our programs, both NOFAs clearly stated the process that would be
used to evaluate and rate projects.

HUD issued an Advance Notice of Funding Availability and the Office of Sustain-
able Housing and Communities organized a public listening tour with DOT and EPA
in advance of the NOFA publication that directly influenced the structure of the
funding notices. Each and every application for HUD programs is reviewed, evalu-
ated and rated as stated in the Notice of Funds Availability (NOFA). There is no
political process that is done once the objective process is complete.

Additionally, both grant programs will involve a Logic Model that has specific per-
formance indicators and there is also $8.5 million specifically for research and eval-
uation out of the fiscal year 2010 funding. The $8.5 million is derived by an appro-
priation of $10 million less $1.5 million for the Transformation Initiative. The eval-
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uation funds will be used to see how the grantees are performing. Specific informa-
tion can be found on the Sustainable Housing Web site (HUD.gov/sustainability).
There is a list of applicants for both grants and a summary of those that were fund-
ed. The NOFAs contains what criteria were used and how the grantees applications
were weighted.

RELATIONSHIP BETWEEN HUD, EPA AND DOT IN THE SUSTAINABLE HOUSING AND
COMMUNITIES INITIATIVES PROGRAM

Question. HUD has established a new Office of Sustainable Housing and Commu-
nities with an appropriation of $150 million which will be available for regional
planning efforts that integrate housing and transportation decisions as well as to
increase State, regional and local capacity to incorporate livability, sustainability
and social equity principles into land use and zoning. One hundred million dollars
will be for regional integrated planning initiatives. HUD, EPA and DOT are directed
to work together to bring coherence to the planning process. HUD is also asking for
another $100 million for fiscal year 2011.

This program remains very ambiguous. A dialogue on livability and sustainability
represents a good and healthy debate; however, we must be careful about not be-
coming too prescriptive or start to rely too much on Federal mandates to force cer-
tain conclusions. One size does not fit all—instead we must encourage flexibility and
not try to purchase conclusions through grants. What is the current relationship be-
tween DOT, EPA and HUD as to sustainability/livability? How do the agencies work
together and what are the problems?

Answer. When we formed the Partnership for Sustainable Communities, the De-
partment of Housing and Urban Development (HUD), the Department of Transpor-
tation (DOT), and the Environmental Protection Agency (EPA) agreed to collaborate
to help communities become economically strong and environmentally sustainable.
Through the Partnership and guided by six Livability Principles, the three agencies
are coordinating investments and aligning policies to support communities that
want to give Americans more housing choices, make transportation systems more
efficient and reliable, reinforce existing investments, and support vibrant and
healthy neighborhoods that attract businesses. Each agency is working to incor-
porate the principles into its funding programs, policies, and future legislative pro-
posals. The Partnership breaks down the traditional silos of housing, transportation,
and environmental policy to consider these issues as they exist in the real world—
inextricably connected. This results in better results for communities and uses tax-
payer money more efficiently, because coordinating Federal investments in infra-
structure, facilities, and services meets multiple economic, environmental, and com-
munity objectives with each dollar spent. As part of this effort, the three agencies
have been working to identify barriers that exist.

Additionally, in June 2010 HUD and DOT joined together to issue a joint Notice
of Funding Availability to support integrated housing and transportation planning
to eligible States, tribal governments, regions, and local units of government, mak-
ing up to $75 million available for these activities.

HUD, EPA AND DOT CONTRIBUTIONS TO SUSTAINABLE HOUSING AND COMMUNITY
INITIATIVE PROGRAM

Question. How much is each agency contributing to this initiative and what is the
relationship of the different funding streams?

Answer. HUD, DOT, and EPA have identified a set of priorities and roles that
guide our individual and joint efforts. Within the Partnership for Sustainable Com-
munities, each agency will incorporate the six Livability Principles into their poli-
cies and funding programs to the degree possible and adopt a common set of per-
formance metrics for use by grantees that helps align and leverage Federal funds.
As laid out in the agencies’ joint fiscal year 2011 budget proposal, the agencies each
propose to take the lead in different areas as further described below.

—HUD will take the lead in funding, evaluating, and building the capacity for in-
tegrated regional and local planning for sustainable development, and will in-
vest in sustainable housing and community development efforts.

—DOT will focus on building the capacity of transportation agencies to integrate
their planning and investments into broader plans and actions that promote
sustainable development, and investing in transportation infrastructure that di-
rectly supports sustainable development and livable communities.

—EPA will provide technical assistance to communities and States to help them
implement sustainable community strategies, and develop environmental sus-
tainability metrics and practices.
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REQUIREMENTS FOR RECEIVING A GRANT

Question. What are the underlying requirements for receiving a grant under sus-
tainability?

Answer. We respectfully refer you to the Notices of Funding Availability that were
issued on June 24, 2010 for the two Sustainable Communities grant programs,
which describe the program requirements for each program.

Sustainable  Communities  Regional Planning Grant  Program.—http:/
www.hud.gov/offices/adm/grants/nofal0/scrpgsec.pdf.

Community Challenge Planning Grant Program.—http://www.hud.gov/offices/adm/
grants/nofalO/huddotnofa.pdf.

SUSTAINABILITY VS. LIVABILITY

Question. Why does HUD call this initiative sustainability and DOT calls it liv-
ability?

Answer. DOT uses the term “livable,” and by extension “livability,” to describe a
community where an individual or family does not need to get in a car in order to
do such things as go out to dinner, go to a movie, or a park. DOT defines livability
to mean building communities that help Americans live the lives they want to live—
whether those communities are urban centers, small towns or rural areas. Whereas
DOT’s definition of livability reflects its transportation mission, HUD uses the terms
“sustainable communities” and “sustainability” in its programs because of HUD’s
broader mission.

Although HUD has not defined the term “sustainability,” it defines “sustainable
communities” to mean “urban, suburban, and rural places that successfully inte-
grate housing, land use, economic and workforce development, transportation, and
infrastructure investments in a manner that empowers jurisdictions to consider the
interdependent challenges of: (1) economic competitiveness and revitalization; (2) so-
cial equity, inclusion, and access to opportunity; (3) energy use and climate change;
and (4) public health and environmental impact.”

Given its broader mission, which includes promoting such things as economic com-
petitiveness, social equity, and public health, HUD has chosen to use what it con-
siders to be a term that has a broader meaning. We do not see these terms as being
in conflict, but rather represent a coordinated approach between our agencies.

PRIORITIZING FUNDING

Question. Secretary Donovan, as you know, there are significant deficit issues fac-
ing the entire Federal Government. As I discussed, we are facing a $1.6 trillion def-
icit this year; a record $1.6 trillion deficit this year—10.6 of the Nation’s GDP—the
highest since World War II, and the future only looks worse, especially for future
generations. The HUD budget is filled with new agenda items, such as Choice
Neighborhood, Sustainable Communities, Transforming Rental Assistance with its
future multi-billion out-year costs and Catalytic Investment Competition. How will
these stack up with HUD’s core programs like HOME, CDBG, public housing and
section 8 with the two previous programs requiring increased additional costs for
each fiscal year just to preserve the housing safety net for low-income families?
There are many other housing and Transportation programs that will also need
funding and are widely supported both in the Congress and throughout the Nation.
How do you plan to prioritize funding?

Answer. HUD’s fiscal year 2011 budget request takes into consideration our core
programs such as CDBG, public housing and section 8 rental assistance. In an effort
to not only preserve the safety net that many of HUD’s programs provide to low-
income families and tenants, HUD sought to fundamentally change the way that
our programs work to make them more efficient, serve more families and commu-
nities and preserve affordable rental housing options.

HUD’s request compliments our core programs with new initiatives like Choice
Neighborhoods and Sustainable Communities. The Choice Neighborhoods Initiative
modernizes the HOPE VI program so that neighborhoods and communities can ac-
cess funding that will improve existing HUD-assisted housing as well as support
other community development needs. The Sustainable Communities Initiative will
help regions, communities and neighborhoods create comprehensive development
plans that link housing, transportation and job opportunities together. These pro-
grams in addition to HUD’s core programs will enable States, cities and regions to
continue to serve low-income families, create more affordable housing options and
spur economic development in a way that makes sense to that area.
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LEVERAGING

Question. Secretary Donovan, HUD is looking at requiring or perhaps providing
points in the grant process for matching or leveraging of funds or “in-kind” matches.
The in-kind matching sounds like little more that crediting an additional staff to
a Sustainability program? How do you plan to measure or identify this match which
seems hard to quantify?

Answer. Matching funds are not required. However, applicants must provide 20
percent of the requested funding amount in leveraged resources in the form of cash
and/or verified in-kind contributions or a combination of these sources. Successful
applicants must have the required amount of leverages resources (20 percent) at the
time of signing the cooperative agreement. In-kind contributions may be in the form
of staff time, donated materials, or services. Please see section VIII.C. for a list of
possible in-kind contributions. All assistance provided to meet this requirement
must be identified by their dollar equivalent based upon accepted salary or regional
dollar values. Cash contributions may come from any combination of local, State,
and/or Federal funds, and/or private and philanthropic combinations dedicated to
the express purposes of the proposal. Applicants will receive credit for leveraging
resources greater than 20 percent of the requested amount, as described in section
V., Rating Factor 4. If an applicant does not include the minimum 20 percent lever-
aged resources with its appropriate supporting documentation, that application will
be considered ineligible. Please see section IIL.F., Threshold Requirements.

We respectfully refer you to the Notices of Funding Availability that were issued
on June 24, 2010 for the two Sustainable Communities grant programs, which de-
scribe how leveraging is defined and evaluated in each program.

Sustainable  Communities  Regional  Planning Grant  Program.—http:/
www.hud.gov/offices/adm/grants/nofal0/scrpgsec.pdf.

Community Challenge Planning Grant Program.—http://www.hud.gov/offices/adm/
grants/nofalO/huddotnofa.pdf.

STAFFING

Question. Secretary Donovan, how many staff do you have in the Office of Sus-
tainable Communities and Housing? How many staff do you expect to hire and by
when? Where will they be located and what will be there primary functions? How
do you plan to perform grant review and selection? Will you or other political staff
be part of the review and selection process? If yes, in what way?

Answer. As of June 15, 2010, 14 of the allocated 19.5 full-time employees (FTEs)
have joined the Sustainable Housing and Communities (OSHC). Another FTE will
begin work on June 21. The remaining FTEs will join the Office over the next 2
months. They will be located in HUD Headquarters in Washington, DC. The pri-
mary functions of staff will be to establish the Office, administer and oversee the
two grant programs, and coordinate with DOT, EPA and other Federal agencies in-
volved in the Partnership for Sustainable Communities and related energy efficiency
programs.

We respectfully refer you to the Notices of Funding Availability that were issued
on June 24, 2010 for the two Sustainable Communities grant programs, which de-
scribe the grant review process, selection criteria and rating factors for each pro-
gram.

Sustainable  Communities  Regional Planning Grant  Program.—http:/
www.hud.gov/offices/adm/grants/nofalO/scrpgsec.pdf.

Community Challenge Planning Grant Program.—http://www.hud.gov/offices/adm/
grants/nofalO/huddotnofa.pdf.

As noted in the NOFAs for both grant programs, a senior review team will be cre-
ated for each grant program to review qualifying grant applications that receive
qualifying scores from review teams comprised of career staff from HUD, DOT, EPA
and other Federal agencies. For the Sustainable Communities Regional Planning
grants, we also anticipate using representatives from philanthropy as review team
members to supplement teams with outside expertise on sustainability and regional
planning. The Senior Review teams will review qualifying applications using the
same criteria and rating factors, but will not change project scores. The Director of
the Office of Sustainable Housing and Communities will recommend selected
projects to the Secretary for recommended funding based on the overall review proc-
ess as described in the NOFAs for both grant programs.

SUSTAINABILITY VS LIVABILITY

Question. What is HUD’s relationship with DOT and these Sustainability and Liv-
ability programs? One of the primary goals is for DOT and HUD, and to some extent
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EPA, to work together on related issues under each department’s jurisdiction to as-
sist jurisdictions and joint jurisdictions to find common themes and activities that
will facilitate the development of projects and help grow better communities through
the interaction of these agencies.

Neither HUD nor DOT appear to be making any real progress in growing their
relationship and finding ways to join hands on grants and projects in order to im-
prove the overall quality of life in that jurisdiction or jurisdictions.

I am especially concerned that HUD calls its programs and activities “sustain-
ability” and DOT calls its programs “Livability”. Why not a common name and defi-
nition? As you know, from a legal viewpoint, the use of different concepts infers that
the concepts and activities are different. If the departments cannot come to a com-
mon concept for this program, how will you plan to reach a common working rela-
tionship?

Answer. Given its broader mission, which includes promoting such things as eco-
nomic competitiveness, social equity, and public health, HUD has chosen to use
what it considers to be a term that has a broader meaning but is still consistent
with the objectives incorporated within the term of Livability. We do not see these
terms as being in conflict, but rather represent a coordinated approach between our
agencies. Within the joint-NOFA issues by HUD and DOT for Community Chal-
lenge/TIGER 2 Planning grants, both terms are used and described in terms of eligi-
ble activities and a focus on integrated housing and transportation planning.

OVERSIGHT

Question. Secretary Donovan, it appears that Sustainability funding could go to
a variety of different activities with the planning grants especially focused on staff
and planning costs. These are often difficult funds to verify as to use. What are your
plans to provide adequate oversight? This is a particularly sensitive issue now
where jurisdictions are often surviving under very tight budgets—how will you en-
sure these funds are being used well for the intended purpose and not merely to
maintain existing staffing?

Answer. Grants made under both grant programs will be in the form of coopera-
tive agreements, providing HUD greater opportunity to provide oversight in working
with grantees. Grantees are required to develop detailed work plans within 60 days
of grant execution and there are additional bi-monthly reporting requirements, all
of which provide HUD the opportunity to verify use of funds and the on-going
progress and eligibility of grantee activities. In addition, Congress included $10 mil-
lion in the fiscal year 2010 appropriation for a joint HUD-DOT research effort that
includes a rigorous evaluation of the Sustainable Communities Regional Planning
Grant and Community Challenge Planning Grant programs.

STAFF TURNOVER

Question. Secretary Donovan, planning grants at the local level are intended to
last 3 years and then hopefully we will reach a project decision in conjunction with
a DOT project. How will jurisdictions demonstrate they will be able to transition the
cost of staff from Sustainability to other resources?

Answer. You are correct that these are 3-year planning funds. The work plans and
budgets developed by grantees cover work to be performed only during that time-
frame. Applicants will be rated on their capacity to see these plans through to im-
plementation, which includes plans to address turnover and a limited time horizon
for funding toward staff costs.

PROJECT COSTS

Question. After the planning stage, how much does HUD estimate the project
stage will cost annually? Rough estimate—how can we be expected to even fund
planning if we have no hard cost estimates for project costs especially with expected
very tight budgets?

Answer. Given the significant variation that we anticipate to see from each region
as it develops its own regional and community plans, HUD is not able to forecast
or estimate a number to answer this question. We do not advocate a one-size fits
all, cookie cutter approach and these are decisions that will be made at the regional
and local level, not by the Federal Government. Furthermore, the plans that will
be developed will include consideration of Federal, State, local and private sector fi-
nance. As noted in the Livability Principles included as factors within the grant pro-
grams, however, the Partnership for Sustainable Communities places a strong focus
on leveraging investments and coordinating policies and plans to achieve economic
efficiency. We have seen in some regions such as Salt Lake City, UT substantial cost
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savings from avoided infrastructure costs as a result of integrated regional plan-
ning.

CHOICE NEIGHBORHOODS

Question. Secretary Donovan, HUD is proposing to fund Choice Neighborhoods at
$250 million in fiscal year 2011 and Sustainability at another $150 million in fiscal
year 2011. Both programs require the consultation and integration of program re-
quirements under other agencies, including primarily DOT and HUD. What is the
difference between these programs and why fund both when the goals are nearly
the same. At a time of tight projects, shouldn’t we fund one or the other, not both?

Answer. HUD’s Choice Neighborhoods Initiative focuses on the redevelopment, re-
placement and community integration of distressed public and HUD-assisted hous-
ing that cannot be funded through current annual funding formulas. The goal of the
Choice Neighborhoods initiative is to provide investment targeted to distressed,
high-poverty neighborhoods, to create opportunity in those neighborhoods and im-
prove quality of life for residents. Choice Neighborhoods builds off of the HOPE VI
program, which focuses on the rehabilitation and replacement of severely distressed
public housing units, but takes it one step further to include HUD-assisted housing
and encourage other types of community development. Where possible, HUD will co-
ordinate with the Department of Education’s Promise Neighborhoods program,
which aims to improve schools and education-related activities in high poverty
areas, the Department of Justice’s Byrne Innovation program, which has been pro-
posed to replace Weed and Seed, and other Federal programs to help grantees maxi-
mize the impact of Federal investments. Improvements in housing, access to edu-
cational opportunities and other community amenities will promote economic growth
in low-income neighborhoods and resident self-sufficiency.

The Sustainable Communities Initiative focuses more on holistic community plan-
ning at the metropolitan, regional, or county level, so that areas can then implement
their own community development plans that take into account access to public
transportation, community amenities and affordable housing. The Sustainable Com-
munities Initiative is a collaboration with the Department of Transportation and the
Environmental Protection Agency to address land-use, housing and transportation
planning in order to promote more accessible and livable communities. These inte-
grated plans may serve as a road map for transportation, infrastructure and hous-
ing investments in the future.

Each of these initiatives does focus on better community and neighborhood plan-
ning and development, however, they have two different goals. The Sustainable
Communities Initiative works at a larger geographic scale to assist local govern-
ments in coordinating housing, transportation and other amenities to reduce trans-
portation costs and developed mixed-income and mixed-use housing in order to cre-
ate a more viable community. The Choice Neighborhoods Initiative focuses more
specifically, in distressed neighborhoods, on redeveloping and rehabilitating dis-
tressed public and/or HUD-assisted housing and improving economic and other op-
portunities in those neighborhoods.

Senator MURRAY. I want to thank both of you for your work on
this issue and for being here today and look forward to working
with you in the coming months and years.

Thank you very much.

SUBCOMMITTEE RECESS

With that, this hearing is recessed. We will reconvene on May 13
at 9:30 a.m. with testimony from Commissioner Stevens on fiscal
year 2011 budget request for FHA.

[Whereupon, at 10:57 a.m., Thursday, May 6, the subcommittee
was recessed, to reconvene at 9:30 a.m. Thursday, May 13.]
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Eenator MUuURRAY. Good morning. This subcommittee will come to
order.

This morning we welcome Commissioner Stevens to his first ap-
pearance before our subcommittee as we examine the Federal
Housing Administration and its role in the housing market.

As we sit here today, millions of Americans are out of work and
many more are struggling with unaffordable mortgage payments,
negative home equity, or foreclosure. During the housing boom,
millions of Americans achieved the dream of home ownership, but
for far too many Americans, these dreams were based on false
premises and fueled by investors and lenders that were chasing
profit while ignoring risk. The consequences of these risky behav-
iors have rippled through the national and global economies with
mounting foreclosures, a crippled housing market, and a financial
sector in turmoil. We continue to clean up the mess created by
predatory lenders and Wall Street greed.

Fulfilling the same role as it did when it was created during the
Great Depression, the FHA has stepped forward to help provide li-
quidity and restore stability to the housing market. FHA’s in-
creased role in the housing market is as critical as it is daunting.
As recently as 2007, when this subcommittee held the first in a se-
ries of annual hearings on FHA, its share of the market was only
3 percent. Today FHA represents nearly 30 percent of all new
home sales. FHA has played a critical role supporting the housing
market while private financing has been nearly frozen.

(225)
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However, FHA has been plagued by longstanding management
challenges, challenges that continue to raise concern about its abil-
ity to manage its outsized role in stabilizing the market. Commis-
sioner Stevens, you have acknowledged the challenges you inher-
ited when you took over the agency and have moved quickly to as-
sess and seek solutions to the problems facing FHA. The most glar-
ing of these are antiquated information technology systems and an
inadequate workforce, both of which are critical to equipping the
agency to meet the challenges that face us. A well functioning FHA
is vital to maintaining the solvency of the Mutual Mortgage Insur-
ance Fund and protecting the American taxpayers from having to
pay for risky or fraudulent mortgages. This subcommittee provided
additional resources to help FHA address its shortcomings both in
2009 and 2010. We provided funding to help FHA modernize its IT
systems and hire additional staff to better manage and oversee a
growing portfolio.

Equally important to these new tools is fostering a culture at
FHA focused on risk. Commissioner Stevens, one of your first ac-
tions after taking office was to appoint FHA’s first chief risk officer.
This position was long overdue and sends an important signal to
lenders, borrowers, and taxpayers that FHA understands the risks
it faces and is working to mitigate them. I am pleased that the
FHA is increasingly using its authority to investigate lenders that
are not playing by the rules. It must be absolutely clear to lenders
engaging in fraudulent and risky practices that they are not wel-
come in FHA programs and will not be supported by taxpayer dol-
lars.

Despite some important progress, FHA still faces significant
challenges. Foreclosures have taken their toll on FHA’s finances,
leaving the capital reserve fund below the 2 percent required by
Congress. This is a cause for concern since any significant setbacks
in the housing market could result in additional and possibly
unaffordable losses to the fund.

In an effort to strengthen the agency’s finances and protect itself
from future risk, HUD has proposed a series of reforms, including
increasing premiums, setting minimum FICO scores, increasing
downpayment requirements for riskier borrowers, and expanding
enforcement authorities. Some of these changes are already under-
way but others will require legislation.

Today I will have questions about these reforms, what they mean
for fulfilling FHA’s mission to provide access to affordable mort-
gages, as well as how they impact the solvency of the MMI Fund
as we look to the future. It is clear that the solvency of the MMI
Fund and the strength of FHA depend on the recovery of the hous-
ing market. This is evident by CBO’s re-estimate of receipts that
FHA is expected to generate in 2011. Continued uncertainty about
the housing market, as well as lingering doubts about FHA’s ability
to realistically assess its risks, resulted in CBO’s much more con-
servative estimate of $1.9 billion in receipts instead of the $5.8 bil-
lion projected by the administration.

The concerns expressed by CBO are real. Relatively stable home
prices and increasing home sales suggests the market is stabilizing.
Yet, large segments of the housing market remain fragile and there
are looming problems that could undermine the progress we have
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made. Over 2 million homes are currently in foreclosure and that
number is expected to grow through 2010.

To date, the administration’s Home Affordable Modification Pro-
gram has had limited success in stemming the tide of foreclosures.
There have only been 230,000 permanent modifications made
under this program far short of the 3 million to 4 million home-
owners expected. And as banks and servicers determine whether a
modification is in their best interest, many families are left waiting
as they face the agonizing prospect of losing their home. I continue
to hear that servicers are unresponsive to borrowers and in some
cases unwilling to explain why modifications are denied. Americans
trying to get assistance are frustrated and rightfully so. They have
watched as banks have received billions of dollars in taxpayer as-
sistance and yet many of these same banks are unwilling to assist
homeowners facing foreclosure. This cannot be tolerated. Servicers
must be held accountable. At the very least, servicers must commu-
nicate with those trying to receive assistance and provide an expla-
nation if borrowers are not approved.

The success of HAMP was also limited because it failed to ad-
dress two of the major problems facing troubled borrowers today:
unemployment and negative equity. I have seen this tragic com-
bination devastate families firsthand in communities across my
State. In Clark, Snohomish, and Pierce Counties, communities are
struggling with both unemployment and foreclosure, and unfortu-
nately, home prices have yet to stabilize in Washington State, so
families are continuing to see the equity of their homes decline.
Nearly 16 percent of all Washington homeowners are under water
and they are not alone. Over 11 million families in the country
today are under water on their mortgages as a result of falling
home prices and growing debt. That represents nearly one out of
every four mortgages.

Just a few months ago, the administration announced plans to
change HAMP in order to address these problems. The plans in-
clude offering increased relief for unemployed borrowers as they
look for work and get back on their feet, as well as incentives for
lenders to permanently write down the principal of these mort-
gages instead of addressing interest rates. These changes were nec-
essary to more effectively address the foreclosure crisis, but I re-
main concerned that since this program is voluntary, it will fail to
meet its goal.

So I expect the administration to compel lenders to provide real
aid to families that want to and, with a fair deal, could stay in
their homes. As part of these announcements, FHA’s refinance pro-
gram is also set to be expanded. This is an important tool that will
assist homeowners to get into a truly affordable mortgage through
incentives and write-downs of both first and second liens. While
these loans will be subject to FHA underwriting standards, there
is still an increased risk associated with those loans. In order to
mitigate the effects of these riskier loans on the health of FHA’s
insurance fund, the administration has set aside $14 billion in
TARP funds.

However, many of the details surrounding this proposal are still
being worked out, and I am concerned this could result in addi-
tional losses to the MMI Fund, losses the fund simply cannot ab-
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sorb. So I will have questions today about the design of this pro-
gram and how we can be assured this program will not cost Amer-
ican taxpayers anything more than what was already set aside
from the TARP funds.

Amidst all these efforts to modify mortgages so families can stay
in their homes, there are a growing number of homeowners decid-
ing to strategically default. Many of these homeowners can afford
their mortgage payments, but because of the severe negative eq-
uity, they feel it is in their financial interests to simply walk away.
The potential impact of this on home values and market stability
would be devastating.

There is also the very real concern about what is called the
“shadow inventory.” These are houses that are facing foreclosure or
have already been repossessed by the bank but are not yet on the
market. Hopefully the impact of these will be lessened by an in-
crease in permanent modifications, but if a large number of homes
were to suddenly flood the market, all of our gains in home values
could be erased.

These issues demonstrate how fragile the housing market re-
mains, but we are beginning to test its stability. The Federal Re-
serve ended its purchase of mortgage-backed securities at the end
of March and the homebuyer tax credit ended last month. Even as
we watch with some anxiety as these supports are withdrawn, it
is clear the Government cannot continue to play the outsized role
in the housing market it has taken on over the past 2 years. The
long-term health of the housing market and the economy depend
on the return of the private market.

It is also clear we must address the future role of Fannie Mae
and Freddie Mac in the housing market. There is no doubt that the
GSEs had a hand in exasperating the housing crisis, and just as
there needs to be consequences for Wall Street, there must also be
consequences for the GSEs. The spigot of taxpayer dollars flowing
into the GSEs cannot stay on indefinitely. As the administration
debates the future of the GSEs, I like most Americans are growing
impatient and my impatience only increases as the cost to the
American taxpayers grows with no end in site.

The administration must put forward a real plan on how to re-
form the GSEs. GSEs currently provide important support to the
housing market, and so this plan has to be thoughtfully done with
care not to reverse the hard-won progress made to date. The plan
must include a clear understanding of how any changes will impact
the housing market and Americans’ ability to buy a home for their
families, but it is simply not enough to say it is complicated and
we have a plan soon. It is not easy. It deserves an honest and open
dialogue about its future, but there needs to be a sense of urgency
that has been lacking so far.

As we try and tackle the complex set of challenges facing the
housing market today, the Federal Government must play a role in
supporting the market but it must also protect the taxpayers.

Commissioner Stevens, this has been your task since taking on
the FHA, and I want to commend your commitment to addressing
the challenges at FHA while working to ease the recovery of the
housing market. I look forward to hearing your testimony today.
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And with that, I turn it over to my partner and ranking member,
Senator Bond, for his opening statement.

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND

Senator BOND. Good morning, Madam Chair.

And thank you very much, Commissioner Stevens, for being with
us today.

The chair has outlined the very significant problems that we
have in the whole area of housing, not just in FHA, but I found
her comments on the GSEs very similar to my concerns. We are in
a real problem, and your efforts with FHA and your guidance on
other things may be of help to us in trying to find a way out.

We are pleased to have on the front row Ken Donohue, the HUD
inspector general. Over the years, he in particular has been a true
partner working with me and others to eradicate fraud and abuse
in the mortgage market. And that is not to diminish all the hard
work both he and his staff perform in their oversight capacity in
the Office of the HUD inspector general. This may be our last time
to have a little gathering like this, Mr. Donohue, but you have my
sincere thanks for being the uninvited guest at the garden party
at so many of these hearings where you have had to tell the truth,
and I am just lucky that you—we are both lucky that you did not
get tarred and feathered for having warned us in advance of the
problems we are facing. Now that we are seeing those problems, we
can call you a guru, I guess, for having warned of many of the
problems.

Well, with that beginning, Mr. Commissioner, as you know,
FHA’s history is marked by longstanding challenges in balancing
the financial risk to FHA which we are seeing is significant and
also very important is the goal of expanding home ownership, espe-
cially for low-income and first-time home buyers. This is the prom-
ise of FHA.

Unfortunately, much of the financial risk in the housing market,
which is a risk to all of us as taxpayers, is uncertain. It is espe-
cially problematic since FHA still faces many challenges and is still
evolving to limit FHA’s financial exposure. Ad